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Introduction 


The Managerial Mystique 


Once upon a time, smart businesspeople were healthy skeptics. 
They took new ideas with a grain of salt and, generally, avoided 
theoretical discourse. When confronted with theory, the business- 
person asked, “What use does it have?” Theory for the sake of 
theory evoked only a bored look. 

While generally optimistic and sympathetic to positive think¬ 
ing, successful businessmen and -women cast a suspicious eye on 
advocates of utopias. They did not expect perfection (at least in 
this world), although they believed in visions of a future worthy 
of today’s commitment and hard work. Based on the hard-earned 
lessons of experience, these executives eschewed the quick cure 
and believed that visions become reality through perseverance; 
Chip away at problems, take a day at a time, and hope for the best 
whUe expecting the worst. It was probably such an executive who 
invented Murphy’s Law—whatever can go wrong will—not out 
of fetalism, but as a reminder that life is unpredictable. The uto¬ 
pian, therefore, seldom expected to make a convert of the savvy 
business executive. But times have changed. 

It is cause for wonder to observe today’s corporation. At least 
once each year, if not more, executives participate in a “retreat,” 
a workshop, a management conference, and other assemblies (call 
them 'wfiat you will) for indoctrination into the managerial mys¬ 
tique. The rate at which spin-offe of the managerial mystique are 
conjured up to cure whatever ails business is astonishing. 

These business executives, who used to think of themselves 
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as leaders, potential if not actual, became professional managers 
and absorbed the managerial mystique. While walking blindly 
along the path of the corporate career, they fell into the trap that 
Sigmund Freud first identified as “suggestibility,” one of the mental 
states in which thinking and feeling separate and hence widen the 
rift between the mind and the heart and between logic and com¬ 
mon sense. 

The managerial mystique is only tenuously tied to reality. As 
it evolved in practice, the mystique required managers to dedicate 
themselves to process, structures, roles, and indirect forms of 
communication and to ignore ideas, people, emotions, and direct 
talk. It deflected attention from the realities of business, while it 
reassured and rewarded those who believed in the mystique. 

The extent to which reality becomes distorted in the work¬ 
ings of the managerial mystique is illustrated in a case involving 
General Motors. A man who had bought a GM luxury car com¬ 
plained to his dealer that the transmission was not working prop¬ 
erly. He was told that the problem would clear up after a suitable 
break-in period. The problem did not clear up, and, moreover, the 
irate customer discovered that he had to replace the transmission 
at his expense, because the warranty period had expired while he 
awaited the spontaneous cure promised by the dealer. The me¬ 
chanic who examined the car pointed out that he could replace 
the transmission, but that it would not last six months because the 
transmission specified for this large car belonged to a small car. 
Evidently, people at General Motors had neglected product qual¬ 
ity and customer satis&ction, probably to get around their own 
mistakes in scheduling or to cut additional expenses. The man 
initiated a class action suit, and in February 1987 General Motors 
agreed to settle for *19.2 milli on 

Within a few days after General Motors settled the suit, the 
corporation declared its intention to repurchase up to 20 percent 
of its common stock at a cost estimated at over *5 billion. The 
purpose of the stock buy-back was plain: to increase the price of 
the stock by dividing the existing earnings among fewer shares. In 
he meantime General Motors had lost market share not only to 
reign competition, but also to Ford and Chrysler. Instead of 
•esenting a program of improved product design, quality, and 
Jue to overcome its competitive weakness, GM chose a finan^i^i 
jlution to refurbish its image to the investment community. This 
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solution typifies the thinking inherent in the managerial mystique: 
ct on form and hope substantive solutions will follow. 

The malaise of the managerial mystique has infected almost 
every sector of society. Evidence from the investigation of the 
1986 Challenger crash indicates not only that American ingenuity 
through technological advance and rising productivity has fallen 
by the wayside, but, perhaps more importantly, that managers 
don’t care. Morton Thiokol engineers claimed that they could not 
penetrate the hierarchy of managers to present their expert 
knowledge on the effects of low temperatures on the rocket fuel 
seals. Instead of accepting responsibility, managers evade it, and 
not only at the lower levels of organizations. The heads of organi¬ 
zations, including the president of the United States, claim igno¬ 
rance of what is going on when incompetence, disastrous policies, 
shoddy work, unethical and illegal behavior, depletion of the pro¬ 
ductivity base, and loss of competitive advantage infect large or¬ 
ganizations like a virus in the bloodstream. 

The Tower Commission, which studied the National Security 
Council’s involvement in the Iran-contra arms sales, concluded 
that the ‘‘style” of management was at issue in this debacle.^ The 
commission raised questions about so-called hands-on and hands- 
off management styles and their consequences for subordinates’ 
activities and responsibilities. Style is a superficial issue and has 
little to do with the fundamental questions raised by the Iran- 
contra affair or, for that matter, by the diminished performance of 
business leadership today. More significant issues are how people 
define themselves while holding and using power and whether 
the intent in these definitions is to maintain and defend a world 
view or to alter and enlarge purposes. 

Yet executives today have little awareness of the deeply per¬ 
sonal side of power. Without this awareness, power goes awry 
while power holders disclaim responsibility. Executives, intent on 
adapting to the world around them and to making their way up 
the career ladder, actively seek to be indoctrinated into modem 
management They relinquish their ability to think. They adopt 
slogans and formulas instead of developing the arts of self-exami¬ 
nation that stimulate the imagination as well as toughen analytical 
thinking. 

Writing in the 1950s, David Reisman described “other-direct- 
edness” and William H, Whyte the “organization man.” ^ They saw 
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a fundamental shift in the American psyche. There is a dramatic 
difference between Ralph Waldo Emerson’s celebration of individ¬ 
ualism and the modern idealization of “teamwork” personified by 
such beloved figures as President, and General of the Army, 
I>wight David Eisenhower and the American astronauts. Althou^ 
these figures were in the public arena and had no formal associa¬ 
tion with business, they represented the new consciousness of 
business, which had evolved from the corporate approach of 
Alfred Sloan during the 1920s and became the dogma of business 
practice following World War 11. This era saw unprecedented 
prosperity and at the same time the weakening of business’s ca¬ 
pacity to produce and compete in the long term. 

The growing impact of business schools, which in the 1960s 
began mass-producing MBAs, drove dissenters from the manage¬ 
rial mystique underground. It was not until Watergate revealed 
the critical distortions of the narrowly focused idea of manage¬ 
ment that dissent from the new orthodoxy could be heard. For 
example, in response to Watergate, Time published a special sec¬ 
tion on leadership.^ According to Time, “the turmoil of the 1960s 
and early 70s left a corrosive residue of apathy and skepticism that 
has eaten away at all major institutions.”^ Survey results showed 
that confidence in Congress, the Supreme Court, business, and 
university presidents had dropped sharply from the mid-1960s 
and early 1970s.* 

In following up its special report, in September 1976, Time 
conducted a conference on leadership in Washington, D.C. Time 
invited 200 young leaders to consider “that illusive, indefinable, 
yet recognizable quality”® called leadership, which it had become 
parent now existed in such a diminished state. Time also invited 
four professors to present their analyses on what had gone wrong 
with leadership in the United States. The working paper, which 
subsequently appeared in the Harvard Business Review as “Man- 
agers and Leaders: Are They Different?,”^ argued that managers 
and leaders are different. They differ in what they attend to and in 
how they think, work, and Interact. Above all, managers and lead¬ 
ers have different personalities and experience different develop¬ 
mental paths from childhood to adulthood. 

One of the ideas generating the most controversy as well as 
interest at the Time conference was that leaders grow through 
nastering painful conflict during their developmental years, while 
lanagers confront few of the experiences that generally cause 
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people to turn inward. Managers perceive life as a steady progres¬ 
sion of positive events, resulting in security at home, in school, in 
the community, and at work. Leaders are “twice bom” individuals 
who endure major events that lead to a sense of separateness, or 
perhaps estrangement, from their environments.® As a result, they 
turn inward in order to reemerge with a created rather than an 
inherited sense of identity. That sense of separateness may be a 
necessary condition for the ability to lead. 

One of the groups discussing this idea at the Time conference 
decided, at Gloria Steinem’s urging, to test it by examining their 
own experiences. Almost every member of the group could report 
personal upheavals that had led them into a struggle for a sense of 
identity unique to themselves. A fight with a father that led to a 
rupture in the relationship, the early death of a loved parent, an 
illness, or some other psychic event resulted in the feeling of 
separateness. 

Senator Bill Bradley described the phenomenon this way: 

I came from a small town in Missouri of 3,000 people. My 
father was the local banker. So I do not qualify for the Abe 
Lincoln syndrome. Do I feel separate? Yes. I did not identify 
with any of the institutions or with any of the groups I was 
placed in as a child.^ 

The then governor of South Dakota, Richard Kneip, described 
his experience: 

I would count myself separate from my family. I was one of 
nine children. My father started out as a shoemaker. He was 
a very hard man. It was not a very loving kind of relationship 
then, but in the past ten years I could not have been closer 
to anyone than I was to my father. In his later years he mel¬ 
lowed. Earlier he was very anti-education. He threw me 
down the stairs of his ojG&ce when I told him that I wanted to 
go to college. He thought it was a waste of time, unless you 
wanted to be a doctor or a lawyer.^® 

It is easy to confuse the idea of separateness with narcissism. 
Narcissism is a pathology in which the individual unconsciously 
tries to overcome a fragmented ego by overvaluing personal fan¬ 
tasy and undervaluing the real world, including people. The his- 
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torian Christopher Lasch, among other thinkers, claims that a 
whole generation can be infected with the pathology of narcissism 
and asserts that young people reflect this pathology in valuing 
their own pleasures at the expense of obligation to others.^ ^ 

The feeling of being separate, which is characteristic of lead¬ 
ers, is dijBferent from narcissism. The leader is aware of boundaries 
and distinguishes the inner and outer worlds, fantasy and reality, 
self and other people. Career-oriented managers are more likely 
to exhibit the effects of narcissism than leaders. While busily 
adapting to their environment, managers are narrowly engaged in 
maintaining their identity and self-esteem through others, whereas 
leaders have self-confidence growing out of the awareness of who 
they are and the visions that drive them to achieve. 

Upon reflection, it is striking to note how rarely leadership is 
associated with business. Businesspeople were underrepresented 
at the Time conference, a paradoxical situation given the fact that 
America is a business society. The fact that recently business 
books have become popular—Lee lacocca’s biography sold well 
over a million copies—does not contradict the assertion that lead¬ 
ership and business do not go together in popular image or con¬ 
ventional wisdom. lacocca had a great human interest story to tell. 
Laced with gossip about Henry Ford and his drinking habits, lacoc- 
ca’s book is about an Italian immigrant’s son who finally makes it 
to the top. He overcomes obstacles, especially the envy of his 
boss, and proves his ability by taking a down-and-out company 
and bringing it back to life.^- His book was so appealing as a 
modem Horatio Alger drama that rumors began to float of presi¬ 
dential possibilities. If a movie actor can mn the country, why not 
an automaker? 

That business and leadership are not popularly associated is a 
result of the anonymity that is cherished in the managerial mys¬ 
tique. It is an antihero ethos that places a premium on the team 
over the individuaL And in its team orientation, the managerial 
mystique views cooperation as a technical device, along with a 
host of others, that helps secure goals while enhancing one’s 
professional image. The tail has come to wag the dog. In our 
:>bsession with teamwork, collectively we have failed to recognize 
lat individuals are the only source of ideas and energy. 

This book is a critical assessment of the managerial mystique 
1 it is currently practiced in business and taught in our business 
rhools. It is also a call to rediscover leadership, which may be 
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tantamount to restoring the individual to his or her proper place 
as the source of vision and drive that can make an organization 
unique. This book seeks to bring the human character back to 
center stage in the drama of business. The image of leadership 
projected is one of substance, humanity, and morality. We are 
painfully short of all three qualities in our collective lives. 
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The Argument 
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The Leadership Gap 


n usiness in America has lost its way, adrift in a sea of managerial 
mediocrity, desperately needing leadership to face worldwide 
economic competition. Once the dominant innovator in technol¬ 
ogy, marketing, and manufacturing, American business has lost 
ground to foreign competition. Our smokestack industries such as 
steel have been decimated. The machine tool industry, crucial to 
increased productivity, has Mien behind Japanese and European 
competition. The automobile industry has relinquished a third of 
its market share to imports. Consumer electronics producers have 
lost the race for dominance. 

The dimensions of the decline are staggering. In his report 
“U.S. Competitiveness in the World Economy,”^ Bruce Scott of 
the Harvard Business School evaluates the decline in terms of 
market share, productivity, and real income. Throughout the 
1970s the United States lost world trade market share measured 
in dollar value. Since 1980 the loss in market share has continued, 
measured both in physical volume of product and in dollar value. 
In terms of productivity gain the United States ranks last, particu¬ 
larly in the manufacturing sector. Finally, Scott points out that real 
hourly wages for workers in the United States are at approximately 
the same level as in 1973; in Japan real wages have almost dou¬ 
bled. 

The causes of this decline in competitiveness are complex, 
but at the forefront is the attitude of American management. After 
World War II the United States focused primarily on maintaining 
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and exploiting technological developments in the mature indus¬ 
tries, such as steelmaking and metal fabrication and machine tool 
and electric appliance manufacturing, instead of fostering innova¬ 
tion. In the 1960s and 1970s managers deemphasrzed manufactur¬ 
ing and focused instead on superficial product changes and 
finance, which led to lower quality products. Essentially, business 
in America lost its competitive advantage by focusing on profits 
and stock prices instead of fostering innovation and long-term 
goals. 

Perhaps worst of all, the United States is now a debtor nation 
and, as any other debtor nation, must deal with the serious con¬ 
sequences of that condition. Soon we will rudely awaken to realize 
that we must tighten our belts, save instead of spend, and invest 
instead of consume. In addition, we must revitalize our exports to 
overcome the large merchandise trade deficit, which will be $130 
billion in 1988, down only 17.6% compared with the deficit of 
$170 billion in 1987. 

The tendency is to look to Washington for leadership in times 
of economic crises. Executive and congressional leadership, how¬ 
ever, will react slowly and keep the nation asleep until the crisis 
is full blown. Until that time business itself will have to assume 
responsibility for the deterioration in America’s competitive posi¬ 
tion. After all, someone was in charge of the United States Steel 
Corporation when it failed to renew itself technologically and to 
make productivity its main goal after the fat years of post-World 
War 11. Someone was in charge of General Motors and other au¬ 
tomobile producers when they gave up market share to the Japa¬ 
nese companies. Someone was in charge of the conglomerates that 
alternated between binges of acquisition and sober divestment of 
companies that did not fit their strategic plans. 

An argument can be made that the problems of American 
industry derive from political rather than managerial causes. Labor 
relations in the United States, for instance in the automobile in¬ 
dustry, always have been adversarial. During the prosperous post- 
World War II years labor leaders exercised enormous political 
^out and extracted rich wage-and-benefits concessions. These 
reements, in addition, limited managements* ability to control 
3rk assignments. The net effect was excessive labor costs corn- 
red with competitors in Asia and countries such as West Ger- 
my. As less developed countries such as Japan, South Korea, and 
.alaysia leapfrogged the steps toward modernization, they took 
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advantage of low labor rates to achieve competitive advantage in 
industries such as shipbuilding, steel, and electronics. 

A second political argument that seeks to absolve manage¬ 
ment from responsibility in the decline in competitiveness lays 
the blame on the foreign policy of the United States during the 
post-World War II era. Because of the cold war a large proportion 
of resources were spent on the military, in both preparedness and 
actual warfare. Foreign policy supported the rise of West German 
and Japanese industrial power, showing a willingness to overlook 
protectionist policies to support the development of these econ¬ 
omies—to the detriment of the domestic economy. Managers of 
advanced technology companies, such as semiconductor manufac¬ 
turing, have shown and continue to show no reluctance to press 
the government for reprisal measures despite traditional princi¬ 
ples of free trade. 

Although these political arguments contain grains of truth, 
they overlook the broader aims of society. To maintain the U.S. 
economy by keeping other economies weak would have been 
shortsighted and destined to repeat the mistakes of World War I. 
The response of business leadership should have been a deter¬ 
mined drive to increase productivity through research and devel¬ 
opment in new products and manufacturing processes. With the 
exception of the high-technology sectors, the response was just 
the opposite. Steelmakers, automakers, and other top managers in 
the traditional industry sectors treated their companies as ‘‘cash 
cows” and left innovation to others. 

As for labor relations, scarcely any serious efforts were taken 
to alter the adversarial relationship between organized labor and 
management. The shortsightedness of labor representatives was ^ 
more than equaled by the absence of a long-range perspective by 
management. Making concessions was easy because increased 
costs could simply be passed along to consumers who, with ample 
credit, had become extravagant in their buying habits. 

If leadership in different times and circumstances has a com¬ 
mon thread, it is to face situations aaively rather than passively, 
to overcome and transform conditions, not simply to react and 
adapt to them. The failures of business in the 1980s reflect a lack 
of this kind of effective leadership and an overconcentration on 
the false virtues of the managerial mystique. 

Business executives erroneously believe that management 
and leadership are synonymous, that to manage according to the 
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principles of its mystique is to lead. For the last forty years man¬ 
agers in business have put their faith in numbers, managed by 
process, and formed elaborate structures to get people to do the 
predictable thing. The truth is that managing and leading are vastly 
different activities and that, as a result of confusing the two, cor¬ 
porate enterprise has lost its way. 

Managers no longer distinguish between form and creativity, 
moves beyond the accepted body of knowledge of 
how to man^e a process. The creative executive strikes out in 
unexplored directions, perhaps extrapolating from management 
theory but unencumbered by it. Leadership may manifest itself 
through an idea so compelling that it forces the formal structure 
to change either permanently or until the idea has been pursued 
to its conclusion. Leaders are not bound by a process. Indeed, 
they overcome it, to establish creative programs, ideas, and ac¬ 
tions. 

Unfortunately, the managerial mystique seduces business ex¬ 
ecutives and even potential leaders into a false sense of security— 
believing that running a business is not unlike tending a plant 
nursery, where one prepares the soil, plants the seeds, applies 
fertilizer and water, and watches as Mother Nature works her 
magic with the flora. The mistake in the analogy is that in corpo¬ 
rate business caretakers, even if they are kindly and diligent, work 
with no superior entity—no Mother Nature—on hand to ensure 
survival and to make creative changes during both stable and 
unpredictable conditions. As the utopian yet fallacious man^erial 
mystique continues to be followed, executive performance and 
business strategies will continue to stagnate and diminish. A re¬ 
birth, indeed a resurgence of creative leadership, is essential to 
overcome the diminished capacity of executive management in 
American enterprise. 

Harold Geneen, the former chief executive officer of ITT, 
epitomizes the managerial mystique. He believes that if you can 
nanage one business, you can manage any business.^ Geneen’s 
elief reflects the arrogant confidence in die mystique that has 
verpowered the mentality of corporate chief executives. If these 
xecutives possessed a modicum of sensitivity, they would soon 
-ecome aware of the cynicism that their confidence engenders in 
subordinates who actually run the business. It is doubtful that Mr. 
Geneen knew that many ITT people derisively called their em¬ 
ployer “International This and That,” expressing the confusion 
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generated as the company acted out the tenets of the managerial 
mystique practiced by its chief executive. 

No institution has been spared the atrophy in the quality of 
leadership. President Jimmy Carter in 1979 declared that this na¬ 
tion suffered from the effects of a “crisis in leadership.” Even 
though his declaration was foremost a criticism of himself (after 
all, he was in charge), he made all heads of organizations respon¬ 
sible for the loss of confidence in authority. He placed the blame 
on the men and women who were running business, government, 
and education, rather than on impersonal social, political, and 
economic forces. 

Examine, for instance, the highest ofi&ce in the nation. A gen¬ 
eration of Americans knows little about the presidency of the 
United States except adventurism, incompetence, diffiiseness, 
slickness, stubbornness, and even lawlessness, along with an ob¬ 
session with image and public opinion. The recent case of Presi¬ 
dent Reagan’s debacle in the Iran-contra affair is a dreary 
repetition of the incompetence in the White House that has 
plagued our nation for the last quarter of a century or more. 

General Edward C. Meyer, former chief of staff of the Army, 
pointed to the decline of the leadership ideal in the military as it 
moved away from command and toward bureaucratic politics.^ He 
claimed rhar currently there were two careers in the military, the 
field and Washington. In General Meyer’s view, careerism has 
turned the officer corps away from the field with its commitment 
of responsibility to subordinates and superiors toward Washing¬ 
ton where self-interest and political adeptness merge.^ 

Look at education at all its levels. From the elementary school 
to the university, it encourages mediocrity because educators rely 
on programs and procedures rather than developing personal 
leadership to maintain vitality in purpose and action. Education 
has become a dismal exercise in maintaining control instead of 
creative activity to foster curiosity, exploration, and learning. ’ 

Leadership is based on a compact that binds those who lead 
and those who follow into the same moral, intellectual, and emo¬ 
tional commitment. There were times when this compact existed 
widely, and it probably still exists in certain places. But, by and 
lai^e, the tie that binds men and women in organizations today, 
particularly at the professional and managerial levels, is narrow 
self-interest, rather than a sense of mutual obligations and respon¬ 
sibilities. 
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The leadership compact demands commitment to the orga¬ 
nization* In the past this commitment was embodied in strong 
leaders such as Andrew Carnegie, Henry Ford, Pierre du Pont, 
Thomas Watson. In more recent times people such as Edwin Land, 
Walter Wriston, Kenneth Olsen, Ross Perot, An Wang and Steven 
Jobs represented it. 

Sam Walton, the founder of the Wal-Mart retail chain, exem¬ 
plifies the leadership compact. His personal attention to merchan¬ 
dising and customer service expresses what he expects from 
subordinates in the conduct of this business. Failure to maintain 
these standards is both a personal defeat as well as a shortfall in 
mutual obligation. 

The legitimacy of the leadership compact arises either from 
tradition or from the personal qualities of the leader. Tradition 
operates in monarchies, the military, and religion. It is not as much 
a factor in purely secular and modem organizations. For a leader 
to secure commitment from subordinates in business and political 
organizations, he or she has to demonstrate extraordinary com¬ 
petence or other qualities that subordinates admire. If the leader 
fails to demonstrate these personal qualities and is not maintained 
in his or her role by tradition, the leadership compact begins to 
disintegrate. 

Ronald Reagan's presidency provides an illuminating case. As 
the report of the Tower Commission demonstrated, he had little 
grasp of the issues involved in the Iran-contra affair almost from 
its inception. Instead, the basis for his action was sentiment: the 
desire to bring home the hostages regardless of the immediate 
costs and the expediencies involved. His repeated conversion of 
complex issues into apocryphal anecdotes reflected his desire to 
avoid material issues while fostering management by sentiment. 
Garry Wilis described Reagan’s approach to the presidency as a 
form of making movies, attempting to reduce the complexities of 
policy to the elements of a script with a happy ending.^ Reagan’s 
^tyle is reminiscent of managers who are long on exhortation to 
1o your best” and short on helping to solve problems. Under 
zh laissez-faire management, subordinates will either act chaot- 
lly or will abandon serious effort to get a job done. 

An executive vice president of a manufacturing company 
nplained bitterly about the failure of the chief executive officer 
heed warnings about the inadequacy of the company’s data 
rocessing methods. The executive vice president tried every de- 
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vice at his command to show what the inadequacies would mean 

in terms of delayed shipments, poor production scheduling, and 
imbalanced as well as bloated inventories. The CEO refused to act, 
lu-ging all his subordinates to make do with what they had avail¬ 
able. When the dire predictions became reality, the CEO had al¬ 
ready lost the respect of his key subordinates, and they left him to 
solve the problems without their active support and intervention. 
In a sense, his incompetence freed them from their obligations 
and commitment in the leadership compact. 

The Haim of the leadership compact is that superiors and 
subordinates should do their utmost to help the organization suc¬ 
ceed. Specifically, everyone should help to make authority effec¬ 
tive. This principle lies in back of the Tower Commission’s 
analysis of the Iran-contra affair, wiiich implies that it is a respon¬ 
sibility of subordinates to adapt their behavior to the style of the 
person in charge. The Tower Commission states, “President Rea¬ 
gan’s personal management style places an especially heavy re¬ 
sponsibility on his key advisors. Knowing his style, they should 
have been particularly mindful of the needs for special attention 
to the manner in which this arms sale initiative developed and 
proceeded.”'^ The Tower Commission was not expressing a new 
principle governing the relationship between superior and subor¬ 
dinate in the leadership compact. They found a current case to 
support a traditional view of authority relationships. 

In a lecture to the students of the Harvard Business School in 
1909 , Frederick Winslow Taylor, “the father of scientific manage¬ 
ment,” expressed in hyperbole the claim embedded in the lead¬ 
ership compact. He told the students that their job in business 
was to find out what their boss wanted and give it to him exacdy 
as he wanted it. In giving an example of how his attempts at 
initiative to surpass the boss came to grief, Taylor implied not that 
initiative is wrong, but that an attitude of competitiveness toward 
an authority figure is damaging.® Quaint as it sounds today, the 
idea in the leadership compact is to support superiors, to try to 
see the world through their eyes, to do everything in one’s power 
to help them do their job, and to make up for their shortcomings 
by diligently overcompensating for their weaknesses. 

This principle tells us that we are all in the enterprise to¬ 
gether and we must cooperate with our superiors for the success 
of it. Therefore, under the leadership compact the central ques¬ 
tion for each generation to solve is not what is leadership, or 
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where do we jfind leaders for today and tomorrow, or how are 
they to be made fit for the responsibility, but how to follow. 
Followership requires a particular mind set into which the 
younger generation is indoctrinated. 

Felix Rohatyn, the investment banker of the house of hazard 
Freres, expressed the emotions that cement the relationship be¬ 
tween leader and follower in his eulogy of Andre Meyer. Meyer 
was Rohatyn’s mentor, teacher, leader, and possibly father figure. 
At a memorial service for Meyer in New York on October 12, 
1979, Rohatyn said in a voice that cracked with his grief that he 
still instinctively reached for the phone to speak to Meyer: “Some¬ 
times I imagine what the conversations would be like, what he 
would say, but I can’t be sure—it’s left a terrible void ” Roha¬ 
tyn concluded, “... He was an Olympian figure: Zeus hurling 
thunderbolts. Then he was my teacher. He taught me not only to 
achieve perfection, but to do it in style.” ^ 

With the leadership compact in place, leadership is a straight¬ 
forward task. Leadership progresses from followership. It is legiti¬ 
mate for an individual selected for formal leadership to expect 
dedication, support, hard work, and loyalty from subordinates, so 
that he or she is not ordinarily confronting subordinates as rivals 
and enemies, but is working in concert with them to further the 
goals of the organization. 

This concept of leadership changes the idea that “it is lonely 
at the top” to the idea that the position “at the top” involves 
shared purposes, mutual trust, and implicit support. But the criti¬ 
cal factor in the leadership compact is the willingness of people 
in elevated positions to use their power in the best interests of 
their subordinates and of their organization. In this sense, a leader 
is simultaneously a follower in that he or she serves the interests 
of multiple groups such as shareholders in a business, subordi¬ 
nates in the organization, and customers in the marketplace. 

The image of management today falls far short of dedicated, 
)metimes selfless, devotion associated with leadership. Instead of 
Dmpact, the word is contract, so that managers prosper whether 
le enterprise succeeds or fails. This is the era of “golden para- 
hutes,” stock options almost guaranteed against market declines, 
and near obscene levels of cash compensation at the top. 

The leadership compact in business, government, the mili¬ 
tary, and education today is more a relic than a vital idea. Anyone 
ascending to a position of power has little basis to believe that his 
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or her job will be simplified because everyone is committed to 
supporting authority. In business, for example, every newly ap¬ 
pointed chief executive officer can expect to find people within 
the organization who believe that they should have been named 
to the job instead and that they would have performed more ably. 
Instead of finding people who are at least willing to suspend judg¬ 
ment, if not grant enthusiastic acceptance, new chief executives 
find critical observers who too often are glad to see them blunder. 
As one newly appointed CEO put it, “I didn’t necessarily expect 
to find fidends among my vice presidents, but I surely didn’t plan 
on living in a hostile world where key people see my missteps as 
a chance to add to their power.” 

At the same time executives who ascend to positions of 
power aU too often have risen in their careers without the expe¬ 
rience of the leadership compact. They were never really follow¬ 
ers during all the years of their movement upward. As a result, 
they come ill equipped to build mutual responsibility and trust as 
a cornerstone of morale. Dr. An Wang, founder of the computer 
company bearing his name, underscored the importance of mo¬ 
rale while succinctly delineating the difference between chief ex¬ 
ecutive officers who understand the leadership compact and those 
who live in the detached world of the managerial mystique. “A 
management structure or theory is an abstraction, while a com¬ 
pany is made up of people. When morale is good, an employee 
will often perform beyond expectations; when morale is bad, even 
the most brilliant organization will not be productive.” 

Admittedly, the leadership compact worked at its best in a 
simpler time, when organizations could easily define their com¬ 
petition, when the rate of change was much slower than it is 
today, when family and community stability provided a buttress 
of support for authority, and when people’s conduct and perfor¬ 
mance on the job was governed by a work ethic. But it is because 
of the complexity of the times that business and other organiza¬ 
tions need leaders who can revive the leadership compact and 
make it work for the benefit of everyone. 

Instead of being leaders, people who rise to the top of orga¬ 
nizations are more often than not managers. To make matters 
worse, they identify themselves as managers and make what they 
do and how they think synonymous with leadership. The crucial 
difference between managers and leaders is in their respective 
commitments. A manager is concerned with how decisions get 
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made aod how communication flows; a leader is concerned with 
what decisions get made and what he or she communicates. In 
^oit, for the manager it is style over substance and process over 

reality. 

One of the reasons for the demise of the leadership compact 
Is the feUure of authority figures to do their job. Although the 
trMitioeal view is that a subordinate should support authority 
%ures and the values rqjresented in the idea of authority, it has 
Income exceedingly difficult to maintain this position. Too many 
CMmples of incompetence and selfishness appear at the top to 
aistain the attachment to authority that is necessary in the lead¬ 
ership compact. 

An engineer in RCA expressed the disillusionment with au¬ 
thority he and other middle managers felt after the company’s 
merger with General Electric. Whether true or not, he believed 
the sale to GE came about because top executives in RCA wanted 
to cash in their golden parachutes. The view from below con¬ 
trasted the riches enjoyed at the top with the insecurity and dis¬ 
location experienced in the middle and lower ranks. 

Fundamental questions persist: Why believe in authority? 
Why ai|^x)rt your boss? Those who aspire to lead must provide 
answers to these questions. The answers depend on the rediscov- 
tTf of the principle that people who run organizations should 
contritmte sutetance to their jobs and add value beyond superfi¬ 
cial symbols and sentiment Authority is under scrutiny. A demand 
kx accountability is being reviewed. And, above all, there is an 
ui^cnt need to make business work again. 


chapter 2 


Management and Leadership 


Ao some, the notion that a manager and a leader are different 
seems wrong, if not oJBfensive. For example, in a letter written to 
the editors of the Harvard Business Review about the article 
‘'Managers and Leaders: Are They Different?” Fred Bucy, then pres¬ 
ident of Texas Instruments Inc., said: “I disagree completely with 
the premise that distinguishes the manager from the leader and 
says, in effect, that an individual cannot fulfill both roles. This is 
nonsense.” ^ 

Yet, Mr. Bucy went on to say that there is a distinction to be 
drawn between the bureaucrat and the innovator. Bucy said that 
problems with mature industries in the United States arise when 
bureaucrats are put in charge as a result of their ability to move 
up the organization, implying that they have few other abilities. 
Bucy continued, “However, in high-technology industries, the bu¬ 
reaucratic manager will not succeed. The competition and tech¬ 
nology move too fast. A combination of strong leadership and 
excellent managerial capability is required for success.”^ 

Although Fred Bucy and other business executives are cor¬ 
rect to beheve that management is necessary to the orderly guid¬ 
ance of activity in enterprises, they do not understand that it is 
not sufficient to maintain the vitality of a business. 

The Evans Products Company, with headquarters in Portland, 
Oregon, was a large conglomerate operating in the housing, rail 
car, forest products, retail home center, and industrial products 
businesses. Its organization structure was a model of decentrali- 
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zation, with clearly delineated profit centers coordinated by a 
strong staff sitting in corporate headquarters reporting to Monford 
Orloff, the chief executive officer. A McKinsey executive compen¬ 
sation plan assured that bonuses were a direct correlate of earn¬ 
ings so that financial incentives were directed toward meeting 
goals. Sophisticated budgets provided the tools for measuring per¬ 
formance even within the divisions of the major groups. From top 
to bottom the credo governing Evans was order, control, and 
coordination. Yet the company sought protection under Chapter 
11 of the Federal Bankruptcy Code in 1985 and was substantially 
Liquidated in 1987. 

Evans failed not because of lack of management, but despite 
its remarkably efficient management outlook and operation or, 
perhaps, because of it. The housing and rail car businesses were 
in a cyclical downturn common to these industries, particularly in 
response to rising interest rates. Not willing to let sales and profits 
decline as a result of scaling down operations in response to the 
business cycle, Mr. Orloff and two of his group presidents decided 
to continue operations and encourage sales by providing liberal 
financing for customers. The company put rail cars out on lease 
and sold houses to consumers so that sales and profit reports 
continued to look rosy, while increased borrowings buttressed a 
negative cash flow for the corporation as a whole. The company 
continued to borrow short and lend long until it ran out of cash 
and its ability to borrow. 

Evans’s troubles, along with those of other well-managed 
companies, began and ended with bad substantive decisions. The 
delusion of the managerial mystique is that solid methods will 
produce good results. Management’s overriding fantasy is that an 
array of organizational devices and techniques of control will 
overcome all human frailties. Managers find it difficult to believe 
the reality that good and bad substantive decisions are directly 
related to the strengths and weaknesses of the individuals in¬ 
volved. Their fantasy neglects the feet that their devices and tech¬ 
niques have little effect on the decision makers at the top of the 
organizational pyramid. 

The emphasis on smooth process may even cloud judg- 
:nt and contribute to distorted thinking. Managers become so 
ached to their orderly structures and procedures that they 
•oneously assume wise decisions automatically follow. This 
nfidence in process commits the error that the philosopher 



Management and Leadership 23 


Alfred North Whitehead called “misplaced concreteness,” in 
which process is made real and substance is ignored. ^ 

Whereas managers focus on process, leaders focus on imagi¬ 
native ideas. Leaders not only dream up ideas, but stimulate and 
drive other people to work hard and create reality out of ideas. 
One such leader had the opportunity to sell a revolutionary prod¬ 
uct he had invented to a large, established company. Instead of 
selling to this formidable competitor, the entrepreneur decided 
to ignore the advice of business consultants and continue with his 
own company. The consultants believed that instituting manage¬ 
ment processes would be too costly, time-consuming, and difficult 
for the entrepreneur. They advised, “Why not sell out? Take a 
large amount of money now. Avoid the risks of a competitive 
battle with a world-class corporation that has an infrastructure in 
place and is ready to do battle rather than give up market share to 
a newcomer.” The consultants overstated the importance of pro¬ 
cess and underestimated the effects of the driving vision of the 
leader on key subordinates. The company remained independent 
and produced enormous wealth for the entrepreneur, his associ¬ 
ates, and investors. 

In comparison to visionary leaders such as Edwin Land, An 
Wang, and Sam Walton, managers are practical people. Typically, 
they are hard working, intelligent, analytical, and tolerant of oth¬ 
ers. Because they hold few convictions with passion, except per¬ 
haps for the need to extract order out of potential chaos, they 
exhibit a high degree of fair-mindedness in dealing with people. 

Leaders are more dramatic in style and unpredictable in be¬ 
havior. They seem to overcome the conflict between order and 
chaos with an authority legitimized by personal magnetism and a 
commitment to their own undertakings and destinies. 

Andre Meyer was the great charismatic figure in the banking 
house of Lazard Freres, New York. His clients, subordinates, and 
friends were in awe of him. Foremost among the characteristics 
that elicited awe was his genius in putting together deals that 
satisfied diverse needs that the people involved often could not 
articulate or did not even sense. He was quoted as saying that 
investment banking was 10 percent arithmetic and 90 percent 
psychoanalysis. He could interpret clients by keeping them off 
balance while drawing from them a multitude of facts that he used 
in shaping deals. Although less than admirable in his frequent 
abuses of partners, there was no doubt his imagination, self-confi- 
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dence, and financial ability created a presence worthy of respect. 
These qualities appeared not in pedestrian reasoning, but in leaps 
of insist and imagination, characteristics that leaders value and 
that managers often fail to understand. 

Managerial goals are passive, deeply embedded in the struc¬ 
ture of the organization, in contrast to entrepreneurial or individ¬ 
ual leadership goals that actively shape ideas and tastes. Instead of 
boldly adopting technical innovation or taking risks to test new 
ideas, managers survey constituents’ needs and build their actions 
on anticipated responses. They avoid direct confrontation and 
solutions that could stir up strong feelings of support or opposi¬ 
tion. The ideal of managers is to make decisions that fall inside 
what Chester Barnard, the organization theorist, called the “zone 
of indifference,” the range of subjects which people feel person¬ 
ally unaffected by or are not actively concerned about. ^ To tighten 
their control, managers aim to widen their constituents’ zone of 
indifference, hoping to stop just short of the point at which people 
lose ail interest and also motivation. 

When conflicts arise, managers attempt to reconcile them by 
compromises that give something to the contenders so that there 
are no losers. Good compromises occur, managers believe, by 
focusing on process and procedure, not on substance and individ¬ 
uals. If people feel a decision has gone against their interests, they 
are supposed to overcome their disappointment by realizing that 
the procedure, not individuals, led to the decision. If they main¬ 
tain belief in process, they live with the hope that another encoun¬ 
ter with the same process will result in a decision more in their 
fivor. This faith in process transcends the immediate reactions to 
winning and losing. 

Communication is important to both managers and leaders, 
but the modes differ. Managers communicate in signals, whereas 
headers prefer clearly stated messages. For example, executives 
ho fall out of favor with their bosses in managerially driven 
npanies learn of their decline indirectly. In Lee lacocca’s un- 
py experience in the Ford Motor Company, invitations to 
etings were withheld, key decisions were made without his 
iTticipation, and other “signals” told him it was time to look 
isewhere. 

Secretary of State George Shultz experienced the tactic of 
indirect communication when an underling in the White House, 
undoubtedly following directions from above, refijsed to schedule 
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an airplane to fly to an important meeting. This gesture was the 
White House staff’s way of getting even for Shultz’s refusal to 
accept the Iran initiative. 

In one company a senior executive learned he would not be 
named chief executive officer when a principal shareholder out¬ 
side the executive ranks dropped a hint at a cocktail party. The 
excuse used to justify withholding this vital information was that 
the head of the company was concerned that direct confrontation 
would so damage the candidate’s self-esteem that it would be 
better to break the news indirectly and slowly. A more probable 
explanation is that indirect communication reflected the head of 
the company’s guilt feelings, and the expression of concern for 
the executive’s self-esteem was a rationalization after the feet. 

The penchant for indirect and ambiguous communications, 
as described in recent books about business, such as Michael 
McCaskey’s The Executive Challenge: Managing Change and Am¬ 
biguity, * arises out of the fear of aggression. Managers tend to fear 
aggression as a force leading to chaos. Yet, many psychological 
theories hold that aggression plays a constructive part in work 
and, indeed, that there can be no useful work vidthout its release. 
At the same time the inhibition of aggression can lead to depres¬ 
sive reactions and diminish productivity. What leaders do for fol¬ 
lowers is show them how to release aggression in constructive 
ways and toward desirable ends. 

The head of a Fortune 500 corporation vigorously attacked a 
study on financing new ventures. He focused not on how the task 
force carried out its study (the process), but on the analysis and 
recommendations (the substance). He presented new perspec¬ 
tives on the problem and pointed to other ways of approaching it. 
The task force examined his suggestions and arrived at a new plan 
that incorporated some of the CEO’s ideas and also some innova¬ 
tions of its own. Not reluctant to risk bruising egos, this CEO made 
it a point to direct his aggression toward ideas, expecting those 
who had developed them to stand up to the challenge of detach¬ 
ing diemselves from their immediate product long enough to look 
at it critically. 

This scenario is hardly as crude as the actions of the first 
Henry Ford, who expressed his ire over attempts to change the 
Model T by literally tearing apart the mock-up. Most leaders are 
careful to deal directly with subordinates when expressing dis¬ 
pleasure over performance. 
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Leaders comfortable with aggression often create a climate of 
ferment that intensifies individual motivation. The ferment is a risk 
because it is uncertain whether this intensity will produce inno¬ 
vation and high performance or, as managers fear, wasted energy 
and futile conflict. To stimulate thinking, however, the risk is 
worth taking. 

Managers have a strong sense of belonging, of being a part of 
a group or organization. Perpetuating and strengthening existing 
institutions enhances the manager’s self-esteem; he or she is per¬ 
forming in a role that harmonizes with the goals of prediction and 
control. Leaders’ sense of separateness can support a powerful 
appreciation for individuals. It is this sense of a separate self that 
makes leaders powerful forces of change, whether technological, 
political, or ideological. 

Individuals identified as potential managers or leaders in the 
product development department of a large capital goods pro¬ 
ducer were given the psychological test known as the Thematic 
Apperception Test (TAT).^ Subjects construct stories about am¬ 
biguous pictures, and the tester interprets the stories as clues to 
the subjects’ fantasy or inner world. The procedure is commonly 
used in psychological research and in clinical assessments. In¬ 
cluded in the test was a picture of a young boy looking at a violin 
on a table in front of him. Two typical stories significantly illus¬ 
trate how managers and leaders differ. 

A manager wrote: 

Mom and Dad insisted that junior take music lessons so 
that someday he could become a concert musician. His 
instmment was ordered and had just arrived. Junior is 
weighing the alternative of playing football with the other 
kids or playing with the squeak box. He can’t understand 
how his parents could think a violin is better than a touch¬ 
down. 

After four months of practicing the violin, junior has had 
more than enough. Daddy is going out of his mind, and 
Mommy is willing to give in reluctantiy to the men’s wishes. 
Football season is now over, but a good third baseman will 
take the field next spring.® 

This story illustrates two tendencies that express managerial 
attitudes toward human relations and conflict. The first is to seek 
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out activity with other people (the football team) and the second 
is to maintain a low level of emotional involvement in these rela¬ 
tionships. Low emotional involvement appears in the writer’s use 

of conventional metaphors, even cliches, and in the depiction of 
the ready shift from issues threatening to evoke conflict into har¬ 
monious decisions in which everyone wins. In this case junior. 
Mommy, and Daddy agree to give up the violin for manly sports. 

These two themes may seem paradoxical, but their coexis¬ 
tence supports what a manager does; reconcile differences, seek 
compromises, and establish a balance of j>ower. Another idea dem¬ 
onstrated by the manager’s story is that managers may lack empa¬ 
thy, or the capacity to sense the thoughts and feelings of others. 
To illustrate the attempt to be empathetic, here is a story written 
in response to the same stimulus picture by someone considered 
by his peers to be a leader: 

This little boy has the appearance of being a sincere artist, 
one who is deeply affected by the violin, and has an intense 
desire to master the instrument. 

He seems to have just completed his normal practice ses¬ 
sion and appears to be somewhat crestfallen at his inability 
to produce the sounds which he is sure lie within the violin. 

He appears to be in the process of making a vow to him¬ 
self to expend the necessary time and effort to play this 
instrument until he satisfies himself that he is able to bring 
forth the qualities of music which he feels within himself. 

With this type of determination and carry through, this 
boy became one of the great violinists of his day. ® 

Empathy is not simply a matter of paying attention to other 
people; it is the capacity to take in emotional signals and to make 
them mean something in a relationship with an individual. People 
who describe another person as “deeply affected,” with “intense 
desire,” as capable of feeling “crestfallen,” and as one who can 
“vow to himself’ would seem to have perceptiveness that they 
can use in their relationship with others. 

Managers relate to people according to the role the people 
play in a sequence of events or in a process. Leaders, who are 
concerned with ideas, relate in more intuitive and empathetic 
ways. The managers’ way of viewing people deflects their atten¬ 
tion away from the substance of the people’s concerns and toward 
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their role in a process. Managers pay attention to how things get 
done, and leaders pay attention to what things mean to people,^® 

Leaders, like artists, are inconsistent in their ability to func¬ 
tion well. They are vulnerable to mood swings and experience 
periods of elation as well as depression, depending on how events 
affect their self-esteem. Managers, on the other hand, operate 
within a narrow range of emotions. This emotional blandness, 
when combined with the preoccupation with process, leads to 
the impression that managers are inscrutable, detached, and even 
manipulative. 

Indeed, one writer on management acknowledges that man¬ 
agement is manipulation carried to the point that subordinates are 
not supposed to be aware of the fact that they are being manipu¬ 
lated. Professor H. Edward Wrapp of the Universitj^ of Chicago 
Business School states, “[A manager’s methods] border on manip¬ 
ulation, and the stigma associated with manipulation can be fatal. 
If the organization ever identifies him as a manipulator, his job 
becomes more difficult. No one willingly submits to manipulation, 
and those around him organize to protect themselves.” Those 
around the manipulator, however, are rarely unaware that they 
are being manipulated. They recognize it and plan their counter- 
manipulations, also trying to conceal the manipulative motive be¬ 
hind their moves. The game of politics takes root in organizations 
run by managers rather than leaders. 

A classic example of manipulation was orchestrated in 1923 
by Alfred P. Sloan when he ran General Motors. Sloan was the 
management genius responsible for developing a program of bal¬ 
anced centralization and decentralization in General Motors. This 
organizational innovation became a model for organizing and 
managing large corporations that remains in place to this day. 
Sloan fficed a problem in the conflict between his manufacturing 
people and GM’s inventor, Charles Kettering. The manufacturing 
people wanted to standardize design so they could mass produce 
utomobiles efficiently. Kettering proposed an innovation in en- 
^ne cooling called the copper-cooled engine. This engine still had 
►ugs, whereas the water-cooled engine operated well. The issue 
v^as whether the company should move for a better product in 
the longer run or settle for a good workable product immediately? 
Sloan sided with the manufacturing people, but did not let his 
views be known. He did not want to oppose Kettering, who had 
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the support and admiration of Pierre du Pont, who represented a 
major block of stock in General Motors. 

The managerial solution that Sloan devised appeared to be a 
compromise. Instead of exercising his authority to make the prac¬ 
tical decision in fevor of the manufacturing heads. Sloan maneu¬ 
vered his way through the problem by creating a new structure, 
an organization for the copper-cooled engine company, with Ket¬ 
tering in charge. Sloan knew that Kettering was an inventor and 
not an executive and that the copper-cooled engine probably 
would not materialize as a practical product because of Kettering s 
lack of interest in running an organization. His maneuver was 
superficially brilliant because it ostensibly gave both sides what 
they wanted. It seemed to be an ideal situation in which everyone 
won and, presumably, had increased confidence in the process. 
Years later Sloan wrote: “The copper-cooled car never came up 
again in a big way. It just died out, I don’t know why.” 

It is true that General Motors under Sloan’s direction devel¬ 
oped a reputation for order, system, and control that was new to 
the automobUe industry, especially in comparison with the Ford 
Motor Company. But it is also true that as a consequence of the 
managerial ethos, the company became conservative in product 
design and technological innovation. While rationalizing its behav¬ 
ior by claiming that it was giving the customers what they wanted 
(supposedly, big cars loaded with accessories), the company, for 
all practical purposes, lost the spirit of technological innovation 
that was so dear to Charles Kettering. 

Tactical manipulations appear useful to managers, particu¬ 
larly to those who do not know how to confront conflicts that 
might generate aggression. The stultifying effect on innovation, as 
in the case of GM, is one consequence. Another danger in such 
manipulations is the politicization of organizations and human 
relationships. As the French sociologist Michel Crozier pomted 
out in his study of bureaucracy, what starts as logical and objective 
organizational practices changes into interest politics, and self and 
group interests now take precedence over purpose and work.‘- 
The tendency to encourage the poUticization of relationships, al¬ 
though not intentional on the managers’ part, results from the way 
managers use power and their lack of attachment to the substance 
of the business. 

Politicization occurs in business when substance takes a bac 
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seat to process—when people become preoccupied with power 
as an end in itself rather than with what the power is supposed to 
accomplish. Perhaps, without realizing what they are doing, man¬ 
agers shift from working on tasks to working on other people. 
Under the real conditions of inequality of power, which is char¬ 
acteristic of organizations, this shift tyrannizes subordinates and 
elicits defensive behavior. 

In business, politics is a game of defense. But what people are 
defending against is seldom revealed in the superficial effort to 
adhere to an ideology of cooperation and teamwork. Politicization 
is not a malaise of mature industries only. The high-technology 
industries are also vulnerable, especially when goals are unclear. 

A senior vice president for manufacturing of a major com¬ 
puter firm, for example, was a product of the dominance of poli¬ 
tics over purpose. In a decision concerning plant expansion his 
major preoccupation was tactics and timing in presenting the pro¬ 
posal to the chief executive and ultimately to the board of direc¬ 
tors. As a result, he appeared confused and even uninformed about 
the merits of the decision, which undoubtedly began with initia¬ 
tives firom his subordinates. When discussing the use of consul¬ 
tants in this major proposal, the issue for him was the personal 
style of the consultants rather than their ability to contribute to 
the substance of the recommendation. 

The structure of American business lends itself to strong lead- 
ership. The benign authority figure who holds no strong opinions 
but views the job of running an organization as facilitating instead 
of directing and as managing instead of leading misunderstands 
and ultimately misuses the instrument of business. The purpose of 
business is to create products for customers, work for employees, 
and profit for shareholders. It takes talent to run a business, and 
the talent must focus on the content of business. Organizational 
adroitness is secondary to the talents of figuring out what people 

ant and creating the products that will succeed in the market- 
ice. 

Organizations are costly to maintain. Every activity that sup- 
rts organization structure and procedure potentially draws en- 
tgy firom the ftindamentals of substance into the intricacies of 
,jower relations. Although these intricate relationships exist, they 
should not be viewed either as intrinsic to or necessary in busi¬ 
ness. Politics in business diminishes the capacity of people to 
work and solve problems. 
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In early 1988 IBM announced a major change in its organiza- 

tion. It created broad product groups and eliminated central staffs. 
IBM’s top management intended with this change to push decision 
making down the hierarchy and flatten the organization. But the 
beneficial effect of this decision was the reduction of politics by 
lessening the power of central staffs and strengthening that of line 
management. IBM’s moves came on the heels of less than satisfac- 
tory results in the personal computer field, flat performance in 
other sectors of its business, and a general perception that it was 
being outfought by smaller and more resourceful competitors. 

The relative simplicity and unity of authority are why busi¬ 
ness lends itself to strong leadership. Most theories of authority, 
and for that matter leadership, come from political and social 
scientists who know more about government than they do about 
business. Government, with its paradox of election politics and 
bureaucratic continuity, differs from business in how people get 
and maintain power. Because of these differences, government 
encourages duplicity, whereas business encourages forthright¬ 
ness. Often government works toward unclear goals that are sub¬ 
ject to conflicting forces within the apparatus and are obscured 
by the need for contending groups to preserve their power base. 
The rise to chief executive of a business should not be an exercise 
in running for office. Many people view it as election politics, 
misunderstanding both the purpose of business and the flow of 
authority from top to bottom. 

How many executives would agree that the following de¬ 
scription of the job of president of the United States should be 
taken as an accurate portrayal of a chief executive’s job in Ameri¬ 
can business? 

In form all presidents are leaders nowadays. In fact this 
guarantees no more than that they will be clerks. Everybody 
now expects the man inside the White House to do some¬ 
thing about everything. Laws and customs now reflect 
acceptance of him as the Great Initiator, and acceptance 
quite as widespread at the Capitol as at his end of Pennsylva¬ 
nia Avenue. But such acceptance does not signify that all the 
rest of government is at his feet. It merely signifies that other 
men have found it practically impossible to do their jobs 
without assurance of initiatives from him. Service for them¬ 
selves, not power for the President, has brought them to 
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accqjt his leadership in form. They find his actions useful in 
their business. The transformation of his routine obligations 
testifies to their dependence on an active White House. A 
President, these days, is an invaluable clerk. His influence, 
however, is a very different matter. Laws and customs tell us 
little about leadership in feet.'** 

The idea that a chief executive officer is a clerk and that his 
power stands in proportion to the need other people have of him 
for their goals may reflect the realities of election politics and 
bureaucratic continuity, but it is bizarre if applied to business. A 
chief executive officer in a modern corporation has enormous 
clout. This job, unlike that of the president of the United States, is 
less a problem of persuasion than of deciding what is the right 
thing to do. Once a course of action has been formed, it is rela¬ 
tively easy to persuade subordinates to work hard to get the job 
done and easy to appeal to reason, but it is difficult to determine 
what is rational in a public policy decision. 

Political scientist Morton Halperin, in his book Bureaucratic 
Politics and Foreign Policy,'^ makes this point in describing the 
way the Johnson administration grappled with the decision 
whether to deploy an antiballistic missile system (ABM). Accord¬ 
ing to Halperin, that President Johnson was uncommitted allowed 
various federal agencies to compete in determining national pol¬ 
icy. This resulted in a host of absurdities, including asking the 
Congress for funds but promising not to use them for the purpose 
voted. The ostensible reason for this contradictory behavior was 
to establish a new premise in bargaining with the Russians. But 
whether the decision made any difference to the Russians could 
never be determined. What could be determined, however, was 
the cost to the American taxpayers of contradiction and power 
rivalries generated by the president’s uncommitted position. 

If chief executives in business follow government and politi¬ 
cal officeholders using indirectness and ambiguity to exercise 
power, one thing is sure: They will generate mischief and encour¬ 
age political infighting and backbiting. Why create aberrations in 
business by distorting the essence of authority relations? Business 
thrives on the principle of unity of command. To give up this 
principle destroys the ability of business to perfiarm. 

If not the originator, NASA was probably the most ardent 
advocate of matrix management. An organizational matrix locates 
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management and technical employees in a cell derived from two 
axes in an organization. The first axis is a program and the second 
is a functional specialty. A materials engineer is simultaneously a 
member of a project group and the materials department. He or 
she is on assignment to the project, but is a permanent member 
of the engineering department. The matrix structure is not unlike 
the homeroom system in secondary schools. While assigned to a 
particular section for each subject studied, the pupU always lands 
back at homeroom. 

Matrix management enjoyed some popularity in the 1970s 
and early 1980s, but has become discredited because of an exces¬ 
sive preoccupation with dual membership and the attendant prob¬ 
lems of coordination when an employee has more than one boss. 

It can be relatively simple to assign an employee to one boss who 
can then name the projects on which that employee will work. 
Project heads direct work without altering the sole reporting re¬ 
lationship. The elaboration of the matrix concept, with the inten¬ 
tion of making ambiguous who reports to whom, invites poUtical 

activity instead of substantive work. 

The rationale for the uncommitted position in poUtics is that 
the chief executive can maintain control over all the options until 
it is timely to reach a decision. If the chief executive commits too 
early, before all the agencies are persuaded, the decision may be 
undermined by opponents within the government apparatus who 
know too weU how to use their independent power bases to fight 
for their position. But, even in government, a chief executive who 
remains uncommitted too long soon discovers that desirable pol¬ 
icies may be buried among the ruins of the power conflicts that 
ensue. 

David Stockman, President Reagan’s controversial director of 
the Office of Management and Budget, described the successive 
“batdes of the budget” in which he was pitted against Casp^ 
Weinberger, the secretary of defense. Stockman fought for spend¬ 
ing cuts to balance a budget based on drastic cuts in taxes. The 
defense department had proposed an unprecedented peacetime 
budget of $1.46 trillion and adamantly refused to reduce the level 
of expenditures. Stockman tried desperately to get President Rea¬ 
gan’s attention in the belief that the president, whose position m 
the early winter of 1982 was not known, would decide to avoid 
the risk of huge deficits and order the department to lower 
its request. Whether by intent, inertia, or being maneuvered 
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by Weinberger, Reagan allowed the defense department to go 
forward. In Stockman’s view the situation “was ironic in the ex¬ 
treme: the Secretary of Defense of the most tight-fisted and anti- 
bureaucratic administration of this century had produced a $1.46 
trillion budget by delegating the job to the world’s largest bureau¬ 
cracy. Cap tihe Knife had become Cap the Shovel.” 

That there are no power bases independent of the chief ex¬ 
ecutive officer is the reality of power in corporate business. Au¬ 
thority flows from the shareholder to the board of directors to the 
chief executive officer and from there to other executives. Any 
subordinate who seeks to create a power base independent of the 
chief executive, who so to speak creates a barony within a 
princely state, can do so only because the chief executive officer 
is weak or misunderstands authority and executive responsibility. 

Some types of businesses do breed politics, family business 
being a notorious example. These situations, in which people tend 
to spend excessive time building and maintaining coalitions, re¬ 
semble elective politics. Control of the organization depends on 
the ability to create alignments of power. The net result, however, 
is to arrive at innocuous decisions that create the least divisive¬ 
ness within the ruling alliance. Divisive decisions put the alliance 
at risk. One of the reasons for the high mortality rate of family 
businesses is that coalition politics allows incompetence to gain 
the upper hand. The exception, of course, is where one family 
member dominates through either ownership or force of person¬ 
ality. During the time of that person’s dominance the situation 
returns to one of command, but if later succession to power re¬ 
sults in fostering alliances and coalition politics, the business will 
be in danger. One way to address the problem is to institute 
integrity of command and marry competence with power. 

Sidney Rabb, the late chairman and chief executive officer of 
le Stop & Shop companies, was the undisputed head of this pub- 
: company that remained under family control from its inception 
Tore World War I until 1988 when Kohlberg Kravis executed a 
veraged buy-out. The first-bom in his family, Rabb early on 
ained the respect of his siblings as the family leader. They de¬ 
terred to him not only because of the force of his personality, but 
also because the business prospered, enabling the family to accu¬ 
mulate wealth. His outstanding reputation as a community leader 
augmented his personal power in the family and the corporation, 
enabling him to direct the company in its diversification from food 
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re tailing to discount merchandising. While the corporation and 
the femily were not free from political sensitivities, Rabb managed 
to attract his siblings’ and professional managers’ desires and am¬ 
bitions so that he in turn controlled how power was distributed 
in the business. 

Some will argue that as a business grows larger and becomes 
organizationally complex, it inevitably becomes political because 
of the increased possibUity of independent power bases and the 
differences in perceptions that arise from different positions. Thus, 
someone from a marketing group wiU see the problems of the 
business differently from someone in a manufacturing group; a 
division head wiU see problems differently from someone in the 
headquarters. Each operates under different constraints and the 
im peratives create unique perceptions and judgments. 

Although it is true that these differences do arise, they can be 
exacerbated or minimized by leadership. It is precisely the job of 
leadership to create commitments that override the immediacy of 
personal interests. Perceptions based on position can affect think¬ 
ing, but perceptions can be focused and challenged by desire, 
reason, and necessity. If a forewoman, for example, sees her re¬ 
sponsibility as meeting production deadlines, efficiency will be 
more important to her than quality. But if she views the enterpr^ 
as a whole, she will recognize the value of extra time for quality 
control. Executives \\iio leave perceptions of position unchal¬ 
lenged permit them to develop into the politics of self-interest 
and ultimately into organizational paralysis. Althou^ such phe¬ 
nomena may be inherent in elective politics, in business, where 
logic necessitates unity of command, they are distortions. One of 
the goals of leadership is to keep politics out of human relation- 

ships. .. a • u 

In business organizations as in the family, politics flounshes 

in the absence of content and expression of talents. Cooperation 
for self-protection, although an understandable tendency, is not 
true cooperation. One of the critical jobs of leadership is to over¬ 
come these political inclinations and to encourage the expression 
of talent and the performance of useful work. True cooperation 
then follows because people are working for a dynamic or^niza- 
tion that has direction. Leadership also amplifies the motivation to 
work because people experience the fusion of rationality with 

talent. . • u » 

Content in organizations is precisely what business is about; 
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making and selling products and services. It has to do with mar¬ 
kets, technology, finance, manufacturing, and competition. What 
academics see when they look superficially at business is the crass¬ 
ness of commercial affairs: people vying with each other to get 
customers to buy what they do not need. Once beyond this super¬ 
ficiality, the academic is likely to see those things closest to his or 
her experience. Universities are notorious for their abhorrence of 
executive functions and responsibility. The appointment of presi¬ 
dents and deans involves search committees and complicated 
procedures. Instead of encouraging strong appointments, the gov¬ 
ernance procedure attracts compromise candidates noted for 
their ability to avoid controversy. The appointments generate 
managers and not leaders. 

Even after a president or a dean is appointed, power consid¬ 
erations bear strongly on setting goals and determining activities. 
Faculty members tend to protect their autonomy and their turf. 
The ideal is to be a self-supporting baron who controls resources. 
The barons form coalitions and limit the executive’s capacities to 
influence activity. 

To complicate matters, academics fear a lack of control over 
their abilities. They cannot predict the effectiveness of their per¬ 
formance in writing or teaching. Self-esteem is constantly at risk 
and one means for protection, if not self-fulfillment, is to become 
political—to take the organization as an object of desire and con¬ 
trol. 

There is no narrower group than professors engaged in 
power relations. Ostensibly, what drives these power relations is 
the effort to gain a fair or proportionate share of the scarce re¬ 
sources such as time, money, and prestige. The rules of coUegiality 
mean that these decisions are delegated to a corporate body 
rather than to an executive. Faculties as a body, therefore, learn 
to bargain and accrue credits to be used in other exchanges. Even 
if deans are given some executive responsibility, they easily de¬ 
velop insecurities because in reality their initiatives come to frui¬ 
tion only if they are able to raise money to support new programs, 
"o exercise influence, deans often become duplicitous, a situation 
atched by faculty rivalries and collusions. Executive finstration 
academia is notorious. A president of a university allegedly 
[pressed the irony of his job this way: “Fm supposed to provide 
.oney for the faculty, sex for the students, and football for the 
dumni.” 
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This type of atmosphere is bound to warp the views of its 
participants, particularly when it comes time to study business 
organizations and to generalize about how they operate. The pro¬ 
fessors studying business either become absorbed by superficial 
or obscure details or project a view of organizations most familiar 
to them: a world tenuous in substance, fragile in human relation¬ 
ships, and inundated with political intrigue. 

Students of business can avoid the traps of trivia on the one 
hand and politics on the other. The ones most likely to avoid these 
traps are those professors who concentrate on studying the sub¬ 
stance of business and the people most closely engaged in its 
activity. The least likely sources of information and enlightenment 
are organizational behaviorists. They know little about the sub¬ 
stance of business and, more importantly, they act as though the 
substance is unimportant. What they try to generalize is the pro¬ 
cess of organizations, and in this effort they manage to ignore the 
character and especially the interests of people. 

What interests people in business is substance. When they 
lose sight of their work, when they become insecure as a result of 
poor leadership, or when they are asked to do what they are not 
capable of doing and therefore must endure the humiliations of 
poor performance, they turn to process, which becomes equiva¬ 
lent to politics. As a result of these distortions, the lesson people 
learn is how to be devious. Whether it is in the form of nondirec¬ 
tive counseling, management-by-objective, participation, or qual¬ 
ity circles, the end result is the same: detaching work from 
authority relations and the consequent encouragement of irration¬ 
ality. 

One of the jobs of business leaders is to keep politics out and 
substance in. The managerial orientation, with its emphasis on 
form over substance, on structure over people, and on power 
relationships over work, is at the heart of the disability of modern 
business in the United States and probably in other countries as 
well. What started out as a rational attempt to organize, motivate, 
and control the actions of large numbers of people in business 
organizations has been transformed into a managerial mystique 
that subordinates the work of organizations to the forms in which 
people relate to each other. These forms, in turn, are dominated 
by conceptions of authority that discourage assertiveness, individ¬ 
ual responsibility, and creativity. 

While attending an advanced management course, a group of 
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senior executives holding responsible jobs in marketing in a num¬ 
ber of Fortune 500 corporations met with a group of business 
professors to discuss new trends and problems in marketing. It 
was surprising that the executives had little to say about the sub¬ 
stance of marketing and what lay ahead in this field. Instead, they 
spoke about organizations and politics, claiming that one cannot 
separate the substance of marketing firom process in large organi¬ 
zations. They appeared to have given up their attachment to the 
concepts and techniques involved in moving products from the 
designer’s workbench and the factory floor to customers. After the 
meeting the academics met to review the material presented and 
to speculate on possible interpretations. 

Were these executives confirming a view that business school 
academics frequently espouse, the view that the substance of 
large-scale business is the process of getting things done in orga¬ 
nizations? Or, was this meeting an example of how insecure peo¬ 
ple may try to protect themselves by deflecting firom substance to 
process? Or, was this meeting an example of the executives’ tech¬ 
nique of tHling others what they think the others want to hear? 
With any of these explanations, the meeting reflected the pathol¬ 
ogy of organizations in which the medium has become the mes- 
s^e and people give little thought to what they are supposed to 
be doing. 

Whatever the true explanation, the material revealed at the 
meeting suggests a fundamental weakness in making decisions in 
organizations. When senior executives feel disengaged from the 
content of their work and instead focus exclusively on process, 
they cannot lead in their organizations. They are reduced to being 
conveners and leaving to others, usually subordinates, the impor¬ 
tant work of generating ideas. The results are several: The rational 
uses of power become obscure and reduce the confidence people 
feel in their leaders; a model of style over knowledge is established 
for those who aspire to leadership; and communication goes out 
of focus so that people try to concentrate on the hidden instead 
'f the manifest messages. The net effect is that people feel as 
lOugh they are dealing with a monumental structure, immovable 
id insensitive to the pressure of reality. Or, as expressed by a 
onsultant describing what it’s like trying to get things done in a 
large oi^anization: The work is like trying to push around a two- 
hundred foot sponge—you lean into it and it swallows you! 

The managerial mystique is inherently optimistic but also 
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misguided. It believes in progress through the perfection of struc¬ 
tures in order to control behavior. It believes in process as the 
performance of roles assigned to people in the various structures. 
It believes in politics, the art of manipulating people to get things 
done. Finally, it believes in personal advancement through single- 
mindedly holding and practicing these beliefs. 

The managerial mystique has dominated the consciousness of 
American business executives for the past twenty-five years. But 
as with any set of ideas, it has a history. Starting at the end of the 
nineteenth century and continuing through World War II, a 
change occurred in authority relations. The heroic, often auto¬ 
cratic personalities at the head of corporations became dinosaurs, 
doomed to extinction. Henry Ford’s surrender of his power over 
the Ford Motor Company sounded the death knell for personal 
leadership. In its place came the dispassionate and coldly clinical 
professionals. 

These professionals imposed the managerial order on corpo¬ 
rations. They brought what they learned firom the business 
schools, namely, principles of bargaining, emotional control, 
human relations skills, and the technology of quantitative control. 
They left behind commitment, creativity, concern for others, and 
experimentation. They had learned to be managers instead of lead¬ 
ers. In exercising their craft, the professional managers revealed 
no less a penchant for power than the autocrats whom they suc¬ 
ceeded. But the achievement of power shifted from control 
through ownership to control through manipulation in the guise 
of eliciting participation and cooperation. 

American business lost its way while the professional man¬ 
ager ascended the corporate hierarchy, empowered with the tools 
of organizational control and the mystique of a new elite. Profes¬ 
sional management was born out of necessity. The newly emerg¬ 
ing corporation could not sustain the irrationality of autocratic 
leaders. But the antidote of the managerial mystique overlooked 
the need for personal influence as the driving force for economic 
growth and human satisfaction. 
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Jfn My Years with General Motors, Alfred Sloan tells of a meeting 

in the spring of 1916 with William C. Durant, the founder of 
General Motors. Durant made Sloan an offer to buy the Hyatt 
Roller Bearing Company. Sloan not only ran Hyatt, he was also a 
major shareholder. Sloan describes his reaction to the proposition: 
“After all those years of building up the Hyatt business, the idea of 
selling it was a shock to me, but it opened up a new vista in my 
thinking and caused me to analyze the situation at Hyatt.” ^ 

What ensued was a clear example of how managers think. 
After the initial shock, three thoughts came to Sloan. First, Hyatt 
was vulnerable in the marketplace because of its excessive reli¬ 
ance on one customer, Ford Motor Company. Second, Hyatt prod¬ 
ucts could be made obsolete by technological development, 
which neither he nor others could reasonably foresee: “I have 
always been interested in improving a product; but this was a 
special-product business and the choice was whether to proceed 
independently or within an integrated enterprise.” ^ Third, “I had 
spent my working life—I was forty years old then—developing a 
property and I had a large plant with a great deal of responsibility, 
but I never got much yield out of it in dividends. Mr. Durant’s 
offer presented an opportunity to convert Hyatt’s profits into 
readily salable assets.” ^ 

Alfred Sloan is properly credited with bringing the art of 
management to its present state of sophistication. His account of 
how he reacted to Durant’s offer demonstrates three key elements 
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in how managers think: objectivity, analysis, and evaluation. These 
elements can be enhanced by using formal techniques, such as 
decision theory and linear programming. Whether formal or infor¬ 
mal approaches are used, making decisions requires the ability to 
be dispassionate in the face of a problem, the skill to analyze facts, 
and the willingness to evaluate costs and benefits. 

These qualities of the managerial mind are indisputably as¬ 
sets. They are also generally accepted as objective and value- 
neutral. When authors such as Peters and Waterman^ and Pascale 
and Athos^ attack them, they are appealing to sentiment without 
confronting the fundamental defects in management thinking. 
What is wrong with objectivity, analysis, and the weighing of costs 
and benefits? These qualities of mind are timeless and universally 
applicable. To denigrate them is to appeal to impulsive behavior 
and even to encourage irrationality. 

To comprehend the weaknesses of managerial thinking re¬ 
quires analysis not only of its elements, but also of its underlying 
motives. The urge to control, to defend against the fear of chaos, 
to maintain distance in human involvement, and to separate think¬ 
ing and feeling ultimately distort the forms as well as the validity 
of rational behavior. 

The Evans Products Company bankruptcy is an example of 
the repetition of foolish risk taking. The recession of 1974 almost 
resulted in bankruptcy because the company borrowed short and 
loaned long to sustain sales in its housing group. Despite the close 
encounter with Chapter 11 in 1974, Monford Orloflf, the chief 
executive officer, encouraged the same practice in the company 
five years later. Aided by bankers eager to grant loans, Evans pur¬ 
sued aggressive financing not only in the housing group, but also 
in the cyclical rail car group. With interest rates skyrocketing in 
the early 1980s, the company could not maneuver past the period 
of high fixed charges and reduced income. 

While hindsight reveals the error in Evans’s tactics to over¬ 
come cyclicality, on the surface executives appeared to be acting 
rationally. The rational consideration at the time was the risk- 
reward ratio. They were making a high-risk decision in anticipa¬ 
tion of a proportionately high return. From the narrow perspec¬ 
tive of risk analysis, there is a hypothetical return that is high 
enough to justify an “all or nothing” gamble. But to engage in such 
a calculation misses the point. What return would be proportional 
to the risk of insolvency? Why would anyone risk an entire enter- 
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prise for even astronomical short-term gains? The answer goes 
beyond the logic of decision making and risk analysis. We enter 
the realm of unconscious motivation, and, perhaps more than 
other human beings, managers have a capacity to rationalize be¬ 
havior and, consequently, misunderstand underlying motives. 

Managers have in common a deep conviction that thought 
and action should be logical and objective. People of similar con¬ 
victions can cooperate because they believe they can resolve dif¬ 
ferences by reaching a compromise through logic. When the time 
came for Alfred Sloan to consummate the sale of Hyatt to Mr. 
Durant, Sloan wanted half the proceeds in cash and the other half 
in stock. His partners wanted all their proceeds in cash. In the 
compromise Sloan took a greater share of stock to allow his con¬ 
servative partners to take out more cash.^ 

Managers apply their logic to a wide range of problems, not 
just problems of investment. Questions of people and organiza¬ 
tion, of product policy and economics of scale in manufacturing 
are subject to the same methods—logical analysis and objective 
appraisal. What are the goals to be achieved, the costs to be en¬ 
dured, and the yields of the alternatives available? Indisputable 
logic applied to a wide range of problems distinguishes the mod¬ 
ern manager from the seat-of-the-pants operator who has no con¬ 
trol over events. 

Managers impose a hard discipline on themselves and other 
people. There is no room for emotion in the calculation that con¬ 
trols their thought. But beneath this layer of professionalism, 
objectivity, and cool-headed rationality is a substructure of 
nonlogical belief that supports managers’ thinking. 

Managers dread chaos and revere order. Some observers have 
sought a psychological explanation for these characteristics. Some 
statistical studies seem to suggest that many managers are the first¬ 
born child or the eldest male child in the family."^ The first born 
often mediates between siblings and parents, and from the point 
of view of the mediator, emotions and needs often appear fraught 
with danger, that is, likely to cause parents to lose their temper, 
and conflicting demands involving emotions are not easily re¬ 
solved. In short, the family experience produces the dread of 
chaos and the urgent need to bring order into human affairs. 

This dread of chaos, whatever its source, is an overreaction, 
since most human interchange involves far less danger than most 
managers fear. The reaction to dread is overkUL Managers rely to 
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an excessive degree on structure, process, and control as a means 
of assuring order in the organization. 

Managers pride themselves on their ability to orchestrate 
events in organizations. To bring about change in accordance with 
a plan is one of their most satisfying experiences. As a result, 
managers spend a great deal of time in creating scenarios. They 
envision a process involving many actors who perform according 
to the script, that is, who can be persuaded to alter their percep¬ 
tions and abandon self or group interests for the benefit of the 
enterprise as a whole. 

When, for example. Prime Computer convinced the directors 
of Computervision to approve a tender offer, Joe Henson, Prime’s 
president and chief executive officer, already had in place a pro¬ 
cess for integrating the two companies. According to the scenario, 
a high-level task force of key executives from both companies 
would appoint groups to work on particular projects such as joint 
selling, purchasing, product development, marketing, and manu- 
frcturing. Each group would have representation from Prime and 
Computervision. The goal was the total integration of Computer- 
vision into Prime’s CAD-CAM marketing, production, and sales 
organizations. 

Within a month of the takeover, Robert Gable, Computervi- 
sion’s chief executive, announced his resignation, stating publicly 
that having once run a business, he would not be satisfied in a 
subordinate role in the now expanded Prime Computer. 

Whether fully aware of its implication or not, the basic deci¬ 
sion Henson suppMDited soon after Computervision agreed to a 
takeover was to fuse Computervision’s market expertise in com¬ 
puter-aided design products into Prime’s CAD-CAM group. The 
focus on process, with its elaborate apparatus of task force and 
multiple work groups, was of secondary importance to the sub¬ 
stantive decision to integrate. 

Process in management can be tool-oriented or organization^- 
oriented. Henry Ford II introduced tool-oriented process to his 
'ompany when he brought in executives who practiced coordi- 
ation and control through advanced accounting techniques, 
eneral Motors under Alfred Sloan developed an organization- 
dented process through the systematic use of committees, rang- 
ing from the executive committee to the general technical and 
purchasing committee. These activities cut across autonomous 
divisions and consequently provided opportunities for savings 
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through collaborative efforts. At Ford the tool-oriented process 
became an issue in a power struggle between product and finan¬ 
cial people. At General Motors Sloan introduced the committee 
system to overcome conflicts that had erupted between Ketter¬ 
ing’s engineering group and operations people concerned with 
maintaining their autonomy while maximizing profits. In this case, 
though, organization-oriented process subordinated substance to 
methods of coordination in the higher echelons of General Mo¬ 
tors. 

Someday economists will be able to estimate the costs in¬ 
volved in maintaining organizational process. They are approach¬ 
ing this estimate in recent developments in agency theory, which 
considers top managers as agents of shareholders who pay an 
agency fee for services rendered.® Agency fees differ from ordinary 
compensation such as salary and bonus. When senior executives 
act to further stockholders’ interests, as when they secure the best 
price during a takeover battle, they expect compensation that 
reflects their position as agents. Indeed, special bonuses, golden 
parachutes, and contracts with liberal termination clauses provide 
compensation. Managers are supposed to act in ways contrary to 
their best interests to maximize value for the shareholders. 
Agency fees are the costs of motivating managers to subordinate 
their interests in favor of the shareholders’ interests. 

Whether agency theory can be extended to the relationship 
between superior and subordinate in higher management remains 
to be seen. But it is clear that costs are incurred in organizations 
to achieve order and avoid chaos. The problem of decentralization 
is a good example. Advocates of decentralization point to the 
virtues of driving decision making down to the lowest possible 
level in an organization. But once they implement this policy, 
despite their stated belief in the beneficial effects of autonomy on 
motivation, the advocates’ anxiety about coordination takes over. 
Tool- and organization-oriented process appears as reports, analy¬ 
ses, committees, and, of course, staff. Advocates of decentraliza¬ 
tion seem to talk out of two sides of their mouths at once. They 
preach local autonomy and at the same time institute massive 
procedures to make sure that order reigns and chaos is avoided. 

The costs of process are clear, although difficult to quantify, 
in venture companies that get past the early rounds of financing 
and start to grow. The typical response of venture capitalists is to 
encourage the entrepreneur to bring in a professional manager to 
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act as chief operating officer, relieving the chief executive of re¬ 
sponsibility for day-to-day management. This move often makes 
sense, because many entrepreneurs dislike running things; they 
even appear to relish chaos and to despise order. 

All too often the first thing these professional managers do is 
institute tool- and organization-oriented process. They immedi¬ 
ately and automatically repeat what they have done in other com¬ 
panies, instead of taking time to leam what is going on, to develop 
relationships with people who may find the new manager’s en¬ 
trance disturbing, and to develop a good working rapport with 
the boss. The process enmeshes high-level and middle-level exec¬ 
utives in activity that is new, in their eyes unnecessary, and often 
calling for skills unfamiliar to them. 

The professional managers are highly articulate and can gain 
the advantage in any argument about process. They argue most 
logically and vehemently when they are apprehensive and feel the 
need to make an impact in a new job. In turn, subordinates re¬ 
spond to process initiatives defensively, stop thinking clearly, and 
lose sight of priorities. They lose the ability to solve problems, 
which is one of the most precious abilities in any business, large 
or small. The net result is an increase in anger with little outlet 
for constructive expression of it. An air of resignation and despair 
soon permeates the business and all too often downward momen¬ 
tum accelerates. The only difference between venture businesses 
and large corporations is how long it takes to notice downward 
momentum. 

Engineers in a venture company, for example, spent increas¬ 
ing amounts of time in formal meetings with a new president and 
chief operating officer. They were used to attending meetings, 
whether formal or informal, that were called to solve design and 
manufacturing problems. Under the new regime meetings were 
held to consider methods of organizing and coordinating efforts. 
These engineers felt irritated over the time away from their work 
and also inadequate because of the unfamiliar subject and proce¬ 
dure for the meetings. As new problems appeared, particularly in 
defective production, it became obvious that coordinating meet¬ 
ings were not going to provide solutions. Morale declined 
throughout the organization, and the company finally went out of 
business. 

Managers hate surprises. Like security analysts and profes¬ 
sional investors, managers believe in realizable expectations as the 
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currency of credibility and esteem. Ask a manager to choose be- 
tween creativity and reliability in subordinates and without hesi- 
tation the answer is reliability. A divisional president of a large 
corporation lost his job because the corporate chief executive was 
constantly on edge about his division’s ability to meet projections. 
In truth, the divisional president was not indifferent to results. He 
always tried to beat projections by taking risks in product mix and 
market forecasts. For a number of years, he won his bets steadily, 
but he did lose sometimes. The organization could not tolerate his 
unpredictable approach. A professional manager, whether chief 
executive or subordinate, is measured by the same yardstick. Ex¬ 
pectation and realization must match. The reward is a reputation 
for reliability. A manager may be moving in the wrong direction, 
but this fact is often obscured by the aura of reliability that sur¬ 
rounds a steady performer. 

To meet expectations, managers depend on controlling the 
behavior of subordinates. There is no apparent tyranny in manage¬ 
ment. The behavioral control arises from benign structures 
embedded in process. Managers do not threaten or browbeat, but 
depend on subtlety. If subordinates believe that it is in their best 
interest to do what is expected, the result is what Elton Mayo 
called “spontaneous cooperation.” It is more rewarding to do 
what is expected than to deviate from standards of behavior. Peo- 
pie also cooperate because they have no alternatives readily at 
hand. The end result may be cooperation, but not commitment. 

From the lessons of behavioral psychology, managers have 
learned that freedom is the result of a calculation, an equation 
comparing the cost of certain behavior with the reward. If the 
reward for behaving in an expected way exceeds the cost, the 
individual acts in that way to forward self-interest. The behavior 
is considered volitional and the person is considered free. If the 
balance of rewards and costs is unsatisfactory, the individual may 
then look for alternatives. 

Organizations in the United States tend not to be totalitarian. 
During the reign of the first Henry Ford, the Ford Motor Company 
resembled a dictatorship. It pried into the lives of its workers and 
staff and through its sociology department attempted to control 
their habits and ways of thinking.^ One of the first acts of Henry 
Ford II after succeeding his grandfather was to fire Harry Bennett, 
who exercised power through intimidation. 

While business organizations are not totalitarian, neither do 
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they provide communal feeling. The sense of membership in or¬ 
ganizations diminished as businesses blurred their identity and 
institutional character during the era of corporate diversification 
and conglomeration. As this trend increased in the 1960s through 
the 1980s, managers placed greater stress on behavioral control 
through tool- and organization-oriented process. To work effec¬ 
tively in such an environment requires a cool head and consider¬ 
able facility in the mathematics of costs and benefits. 

One of the unforeseen effects of the decline in the sense of 
membership in corporations was the compartmentalization of 
work, home, and community. This division of activities into sepa¬ 
rate compartments increases privacy, but it also isolates employ¬ 
ees and requires precision in corporate process. When individuals 
feel integrated in all aspects of their lives, any one of their mem¬ 
berships presents fewer problems in coordination and control. 
When the control of behavior is supported across a wide range of 
institutions, it is easy to reach a meeting of the minds. 

Japanese society illustrates this degree of integration and ac¬ 
counts, in part, for the ability of Japanese managers to increase 
productivity. Japanese managers and institutions accept depen¬ 
dency without question and also expect compliance. Their goals 
are driven by the perception that for Japan to survive as a society, 
it must grow economically through export. The Japanese readily 
accept the idea that what is good for Toyota is good for Japan. 
When Charles E. Wilson suggested that what was good for General 
Motors was good for the United States, he sounded alien, as 
though he neither knew about nor understood the separation 
among the institutions of this country. 

Process becomes precise when participants are trained in the 
calculation of interests. Managers assume calculation will occur 
and count on it as a means of controlling behavior. They also rely 
on the theory of indifference. It is impossible for people to be¬ 
come emotionally involved in all aspects of organizational life. 
Selectivity is the key to rational behavior. Every individual has a 
structure of motives, with a different value attached to each one. 
Some motives are closely tied to an individual’s sense of self-worth 
and consequently weigh heavily in personal calculations. Other 
motives relate to needs that can be satisfied by a variety of means. 
If there are many ways to satisfy a need, the need itself becomes 
less important in the scale of motives. A worker who receives 
recognition on the job, in the community, and in the family is less 
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concerned about his status than a worker whose recognition 
comes only from within his family. Motives that involve these less 
important needs exist in the individual’s zone of indifference. 

Managers act on the theory of indifference by using persua¬ 
sion. There are at least two ways to persuade people. One is to 
convince them that a certain action will serve their interests well. 
The individual is easily persuaded to follow a course of action best 
suited to the manager’s interest, with the expectation that the 
action will also satisfy self-interest. This type of persuasion ad¬ 
dresses the reward side of the calculation. Another way to per¬ 
suade is to change the way people value their motives. If a woman 
can be convinced that what she wants is les^ important than she 
had thought, she will be inclined to accept a proposed course of 
action that does not seem to satisfy her wants. In attaching less 
importance to those wants, she will have broadened her zone of 
indifference. If she becomes convinced that there are a variety of 
ways to realize her goal, then the value attached to the goal dimin¬ 
ishes. Once again, her zone of indifference has broadened. To¬ 
gether, self-interest and indifference are the foundations of a 
psychology of power and control that dominate modem corpora¬ 
tions. They create the politics of compliance, the heart of the 
man^erial culture. 

It is true that managers acknowledge the humanistic psychol¬ 
ogies. When the psychologist Abraham Maslow presented his needs 
hierarchy theory of motivation, it met with great approval, at least 
initially.^® Maslow suggested that individual needs are arranged in 
a pyramid ranging from safety at the base to self-actualization at 
the apex. Once one level of needs is satisfied and secure, then a 
higher level of needs becomes dominant. Maslow argued that the 
job of managing workers is to activate higher level needs and to 
show the means by which they can be satisfied: If successful, the 
manager would assure the commitment of individuals to the pur¬ 
pose and activities of an organization. But as managers know from 
experience and intuition, there are dangers inherent in Maslow’s 
ideas. The main danger arises from the familiar problem of the 
discontent of rising expectations. 

One of the few certain findings available in the study of orga¬ 
nizations concerns the problem of satisfaction. An individual’s sat¬ 
isfaction varies directly with the amount of reward received and 
inversely with the amount of reward expected. Assuming a con¬ 
stant expectation, the more one gets, the higher the satisfaction. 
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Assuming a constant reward, the more one expects, the higher the 
dissatisfaction. This formula of satisfaction works in a variety of 
organfeations. It proved true in studies conducted in factories 
during the 1950 s,‘' and it proved true in studies conducted in the 
military during World War II, as reported in the famous series 
called The American Soldier.'^ 

Studies of factory workers found that if individuals carried 
symbols that identified them with the dominant group culture and 
they expected to be rewarded by group membership, they were 
satisfied if they were accepted by the group and were drawn into 
the activities membership promised. If individuals carried no sym¬ 
bols of group identity and were not rewarded by the group, their 
satisfaction level was just as high. Since they did not expect to be 
included, the lack of reward (in the form of group membership) 
was fully ofifeet by their lack of expectation. 

In the studies of morale described in The American Soldier, 
investigators noted that rates of promotion for officers varied con¬ 
siderably among branches of service. The rate of promotion in the 
Air Corps, for example, was high compared to that in the Military 
Police. Yet satisfaction with promotion was higher in the Military 
Police than in the Air Corps, because the level of expectation was 
much lower in the Military Police than in the Air Corps. 

The same principle of satisfaction applies to the national sit¬ 
uation. When authority figures arouse the expectation of followers 
and are unable to deliver commensurate rewards, the frustration 
level of followers is bound to increase and lead to dissatisfaction 
and violence. President John F. Kennedy masterfully aroused the 
expectations of the masses, particularly the disadvantaged sectors. 
Despite his efforts or intention to improve conditions, unrest and 
violence increased during his tenure and during the tenure of his 
successor, Lyndon B. Johnson, who was as committed to the New 
Frontier as Kennedy. The rising expectations stirred violence be¬ 
cause conditions could not change as rapidly as rising expecta¬ 
tions required. 

During the earlier years of President Reagan’s tenure the level 
of discontent seemed to diminish, despite a substantial rise in 
unemployment. The perceived level of deprivation depends upon 
a comparison of actual deprivation and expectations, and reduced 
expectations led to a reduction in overt discontent in Reagan’s 
administration. 

Management is a conservative activity and managers are cau- 
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tious in the risks they undertake. They dislike impulsiveness and 
fevor self-discipline—the ability to fiinction within a cost-and- 
benefit calculation. Managers act in their own interests and expect 
others to do the same. There are two consequences of this mana¬ 
gerial world view: a high degree of objectivity and a finely honed 
sense of organizational politics. Managers idealize objectivity. 
They admire the capacity to deal with conflicting points of view 
without becoming themselves emotionally aroused or involved in 
the joys and pains of other people’s experiences. 

Managers, like doctors, are not supposed to get angry at the 
maladies other people present to them. There are symptoms and 
causes, and the job at hand is to distinguish between them and to 
discover and present the applicable remedy. In fact, managers 
expect that their objectivity and coolness will become a standard 
for others to emulate. Once subordinates adopt the manager’s 
objectivity, or coolness, then the manager can persuade them to 
change expectations and consequently widen their zone of indif¬ 
ference. 

Whether consciously or not, manners manipulate subordi¬ 
nates in order to meet their own ends. All that prevents them 
from total manipulation is the fact that they work with other 
managers, who have an identical ego-ideal. All managers at all 
levels of an organization value the same things. They derive self¬ 
esteem from prediction and control; they want to be seen as reli¬ 
able; they want to control their emotions. The individual with the 
most authority (in the case of business organizations, the chief 
executive officer) does not necessarily hold psychological advan¬ 
tage over his or her subordinates. True, CEOs have more power, 
but they share with other managers a strategy of career and ide¬ 
ology of profession. CEOs, in spite of their clout, face formidable 
competition. In an atmosphere of managerial politics all are si¬ 
lently scrutinizing their own and others’ performance. Everyone 
is a player. 

The politics of management is the game of playing with other 
minds. In theory, this guarantees prediction and control, since the 
psychological game manipulates others to accept the managers 
goals as their own. In fact, though, this collective work easily 
becomes an end in itself and the condition in which the politics 
of the organization overwhelms its purposes. 

Moreover, managers are extremely sensitive to power and 
consequently feel insecure about their power base. This insecurity 
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is exacerbated when professional managers own few shares in the 
business they manage and have only modest personal wealth. 
They become dependent on their income, which provides an ex¬ 
cellent standard of living, but the dependence makes them vulner¬ 
able. Managers, therefore, calculate their relative advantage. They 
become precise in thinking about their job and discipline them¬ 
selves to do what is necessary to secure favorable judgments from 
the constituencies that count. The main objective of the manager 
is to control his boss and the staff executives who assist in evalu¬ 
ating performance. Obviously, the operating executives often feel 
vulnerable to staff who achieve power through information. To 
secure a power base requires the ability to lessen vulnerabilities 
and to reverse the normal dependency jflow. 

One group president working in a highly diversified conglom¬ 
erate mastered the art of marshaling power in the interest of his 
autonomy. He understood the CEO’s strategy of sheltering earn¬ 
ings and recognized that the corporation depended upon his 
group’s earnings and cash flow to make the strategy work. During 
corporate presentations he emphasized his group’s performance, 
stressing through charts and graphs the proportion of annual cash 
flow it contributed to the corporation. Simultaneously, he stressed 
the openness of hds group to corporate scrutiny. For example, he 
issued invitations to corporate staff to visit his group and study its 
operations. During directors’ meetings he humorously, but point¬ 
edly, urged the chairman and CEO to convene the board at his 
group’s headquarters. Yet, he also made clear that he would brook 
no interference in managing his business. Through his staff’s vo¬ 
luminous reports, he rebuffed attempts to create centralized pur¬ 
chasing. To have promoted this initiative in the face of the group’s 
complex internal study would have more than absorbed the cor¬ 
porate staff’s time for a year or more. The chairman-CEO soon got 
the message that they were engaged in the classic trade-off: the 
group’s performance in exchange for a hands-off policy. The cor¬ 
poration as a whole in turn lost the value of exchanging ideas and 
the potential benefit of enriched thinking at both the group and 
the corporate levels. 

In the typical dependency flow executives with less power 
are dependent on those who have more. Power holders control 
the resources necessary to get a job done. To maneuver the flow 
of resources, the less powerful individual must know what the 
power figures need and then bargain with the promise to meet 
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their needs in exchange for the necessary resources. Once a man- 
£^er knows what the powerful constituents need and gets them to 
commit resources, the dependency flow will reverse. As soon as 
the manager delivers what has been promised, the managers 
power base is strengthened and can be used in the future to 
persuade and control. 

Ideally, a professional manager would like to enter a business 
at a time of crisis when there is a reasonable opportunity to re¬ 
solve it. To outsiders, this task seems formidable, but in fact it is 
not, provided the manager approaches the job with the utmost 
clear-sightedness. It is a cardinal rule not to take jobs that are no- 
win” situations. The best jobs are those that aUow a variety of 
ways to win, for example, being able to sell a losing subsidiary if 
profitability cannot be restored through cost reduction or sales 
promotion. 

Smart managers know that they do not have to invent the 

programs that will be credited to them and that, especially in 
times of crisis, there are people who have a plan to correct prob¬ 
lem conditions. The so-called turnaround situation often results 
firom plans already in existence and seldom from programs that 
have to be invented or brought in from the outside. 

Ron Dolbin, the newly appointed CEO of Rockford Savings 
and Loan, accepted the job out of a sense of community obliga¬ 
tion. Dolbin, a successful manufacturer, knew nothing about bank¬ 
ing. He met with the bank’s officers and discovered that the 
controller had a clear picture of what was wrong and how to solve 
the problem. The chief loan officer had managed to infect the 
bank’s loan committee with his enthusiasm for speculative loans, 
which subsequently turned sour. By simply taking deposits and 
investing cash in highly liquid, safe securities, the bank would 
have made profits through the small spread between interest paid 
and earned. The controUer presented a simple plan for Uquidating 
the bad loans over a reasonable period of time. He outlined a role 
for the new CEO—bringing in fresh deposits through his prestige 
and standing in the community. Dolbin appointed his controller 
to the job of chief operating officer, followed the plan outlined, 
and enjoyed enhanced prestige as the person responsible for the 
turnaround. 

When executives are strong on process and weak on sub¬ 
stance, they rely on knowledgeable insiders to design a particular 
course of action. Once managers determine which insiders have a 
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workable program, they can support their solution and form a 

coalition with them. Since the managers are the means by which 
the insiders’ ideas can be actualized, reciprocity is established; In 
exchange for the insiders’ loyalty, the managers endorse their 
programs. In the course of this endorsement, the programs be¬ 
come the managers’. If they are successful, the managers are given 
sole credit. To build coalitions, managers must amply reward 
other people and make them visible to outside constituents. Man¬ 
agers know they will enhance their power base if they distribute 
reward widely among members of their inside coalition. 

While managers expose their coalition to outside constitu¬ 
ents, such as the board of directors, they make certain that there 
are no attempts to form alliances between board members and 
inside management. The most important preventive is the willing¬ 
ness of the managers to terminate either executives or directors 
who try to build these alliances. Managers do not equivocate in 
frar that those alliances would threaten their power base. If the 
managers have succeeded in reversing the normal dependency, so 
that constituents need the managers to secure what they want, 
then the managers have the power to threaten and carry out ter¬ 
mination. 

The way managers think is close to the principles that Nic- 
colo MachiaveUi outlined in ThePrince.^^ MachiaveUi formulated 
his rules for acquiring, securing, and using power in the context 
of the fragility of power in sixteenth-century Europe, where there 
were many weak domains and rapidly shifting alliances. A prince 
had a constant need to protect the little power avaUable to him. 
Duplicity was less a result of marred character than a necessity for 
survival. MachiaveUi argued that for a prince to be “good” among 
people who were wiUing to lie, cheat, and be disloyal if it served 
their interests was to be naive and to assure a temporary reign. 
The important talent was to be able to don the mask that suited 
the situation. MachiaveUi was unique in his abUity to display the 
nature of contextual thinking. 

In contextual thinking the more assumptions one makes, the 
greater the risks of compUcating matters and obscuring the essen¬ 
tial with the trivial. The fewer the assumptions, the greater the 
ability to grasp the necessities of the situation. The most harmful 
assumptions managers make are ideologies and idealizations, es- 
peciaUy about character. Whether people are good or bad, trust¬ 
worthy or untrustworthy, is usuaUy beside the point. Some people 
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are clearheaded and capable of calculating interest, and it pays to 
distinguish the clearheaded from the muddleheaded, since it is 
possible to negotiate and reach conclusions with the former. With 
the latter managers fear endless and fruitless discussions, which 
only make the proponents feel moraUy secure, even if they are 

practically ungrounded. . . , • 

As contextual thinkers, managers are sparing in their relation¬ 
ships. They rnnice few attachments, and above all, they keep their 
emotions to themselves. Emotional attachments create obligations 
or a feeling of entitlement that managers are not prepared to 
accept. Once managers feel that other individuals have a legiti¬ 
mate claim on them for a benefit or reward, the managers’ free¬ 
dom of action is limited by the weight of guilt. Managers, 
therefore, are willing to accept people for the role they play, but 
not for expectations beyond the confines of the role. 

Working with managers is, in a peculiar way, a liberating 
experience. Managers do not ask for the heart and mind of their 
subordinates, but only their performance. It is interesting to ex¬ 
amine executives who have become a part of the managerial cub 
ture for the first time in their lives, perhaps as newly graduated 
MBAs or as experienced businesspeople who have sold their firm 
to a pubUcly held company. The most revealing moment for these 
newcomers is often witnessing a leave-taking, as an individual 
exits a corporation, usually having been fired. Once a person loses 
his or her position in an executive group that person becomes a 
blank actor, a player without a role. The loss of role is a loss o 
identity and it requires that the person exit rapidly to avoid em¬ 
barrassment to himself and other people. Newcomers to the man¬ 
agerial culture are often horrified when they observe the effects 
of loss of role. To them, it is as though an individual suddenly 
becomes a nonperson. They interpret the loss of identity as a 
result of suddenly released sadistic impulses. Nothing could be 
further from reality. There is no malevolence intended in this loss 
of identity It is simply a result of the fact that organizations oper- 
ate through roles. Feelings have to be kept out to avoid confound¬ 
ing the parts that people have to play. When organizations operate 
in a managerial culture, the only claim for attention is the value of 
the role one performs: Absent the role, gone the identity. 

Individuals who lose their identity this way are susceptible to 
the emotional reactions associated with deprivations. But even 
then, they are expected to act appropriately in their new, if short- 
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lived, role of leave-taker and to keep feelings under control. Man¬ 
agers make sure that during a leave-taking enough time and com¬ 
pensation are placed on the table to enable the individual to make 
plans and find suitable employment. Besides matters of equity 
there is the encouragement, unstated but nevertheless real, to 
maintain a constant focus on one’s own best interests. This focus 
begins with the need to control emotional reactions. To someone 
unschooled in the language of emotional control and rational cal¬ 
culation of self-interest, this detachment seems almost unhuman. 
Again, this perception is only partially correct. It is not less than 
human, but only a different mind set than one may encounter 
outside formal organizations. 

Human relations on the whole are built on the risk of exploi¬ 
tation. But relationships in managerial organizations would col¬ 
lapse if they were governed by rules of unlimited trust and the 
willingness to risk exploitation. The safe, and indeed sane, strategy 
is to calculate interests, define roles, and engage in reciprocities 
in which people allow others to use their power in the service of 
shared objectives. 

In sum, the organizations run by managers fiinction well and 
herein lies their main problem. People are not inclined to look for 
trouble or to solve problems that are not seriously affecting them 
at the moment. In the words of President Carter’s trusted advisor 
Bert Lance, ‘'If it ain’t broke, don’t fix it.” Because the troubles 
generated in manageriaUy run companies are incipient and not 
likely to appear during the incumbency of those most responsible, 
the maladies act like time bombs that will explode long after the 
perpetrators are gone from the scene. Did the problems facing the 
Continental Illinois bank arise during the short-term activity of 
the people who authorized the oil loans that went sour and led to 
the $2 billion of nonperforming loans? A cancerous condition that 
has metastasized travels a long way from its source to the desti¬ 
nation that finally causes death. 

Managers can unconsciously hide problems from themselves 
and from other people. This disguise is neither intentional nor 
malicious. It results from a way of thinking and acting that is 
simplistic, attempts to take up problems one at a time as they are 
presented, builds on the psychology of calculation and compli¬ 
ance, and above all uses politics. It presses people to measure 
short-term costs and returns, including, especially, the transac¬ 
tions of power. 
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The question that begs for an answer is whether the manage¬ 
rial point of view is an outcome of the way organizations are or 
whether it comes from the kinds of people who seek and gain 
power as managers. Machiavelli recognized the possibility that 
people make their own universe and reality. In considering the 
effects of fortune in a prince's success, Machiavelli believed that 
people act according to their nature. Some are bold and some are 
timid. According to Machiavelli, if times favor timidity, the timid 
individual will be judged a success. If times change, then the dis¬ 
ruptions and even failures will seem a result of bad luck. In fact, 
the turn of fortune is really the individual’s inability to adapt to 
changing circumstances because of a iSxed character. In Machia- 
velli’s words: 

... for, if a man governs himself with caution and patience, 
and the times and circumstances are in accord so that his 
course of procedure is good, he will go along prospering; 
but, if times and circumstances change, he is ruined, because 
he does not change his course of action. Nor does one find a 
man wise enough to know how to adapt himself to this; not 
only because he cannot deviate from that to which he is 
naturally inclined, but also because, having always prospered 
while following along one path, he cannot be persuaded to 
leave it... 

Contained in Machiavelli’s sixteenth-century treatise are two the¬ 
ories that have come to dominate managerial thinking and prac¬ 
tice. What is so intriguing, beyond the contents of these theories, 
is that most managers do not know they are under their influence. 

The first theory, called the contingency model, is that things 
work in organizations if all the circumstances fit. If you have the 
right technology and organization to suit the environment, then 
you will be successful. This model views an organization like a 
jigsaw puzzle. All the pieces are in front of the manager. The task 
is to note their size, configuration, color, and texture and then put 
them in place, one by one by trial and error, until a picture is 
complete. He or she then can proclaim the program and enjoy the 
fruits of success. 

The problem with the contingency model is that it is vacuous. 
Of course everything depends on circumstances, but life is hardly 
a jigsaw puzzle which God, as The Master Designer, has provided. 
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People must choose and convey to others the substance of their 
choice. The contingency model exaggerates the manager’s conser¬ 
vative tendencies and further detaches him from the substance of 
the business. 

The second theory implied in how managers think and act is 
behavioral psychology. Unlike the contingency model, behavioral 
psychology is not vacuous; it is probably the best tool available 
for predicting behavior. Behaviorism views action as the unit of 
analysis and hardly concerns itself with studying thoughts and 
feelings. You observe a stimulus and then watch the behavior. 
From the results of observation, you derive propositions about the 
relationship between stimulus and response. One proposition, for 
example, is that people tend to repeat behavior in the present for 
which they have been rewarded in the past. If that sounds a lot 
like Machiavelli’s .. having always prospered while following the 
path, he cannot be persuaded to leave it,” it is because people 
have been applying these principles long before the construction 
of behavioral psychology. In fact, animal trainers reinforced be¬ 
havior through a reward schedule without ever realizing they 
were in effect applying behavioral psychology. 

Given all of the theories that managers use in shaping their 
craft of prediction and control, of orchestration and persuasion, 
the outstanding characteristic of the managerial mind is its pro¬ 
grammatic tendency. Once successful, a manager changes thinking 
and action only after great resistance. Behavior that has been re¬ 
warded in the past will be repeated in the present and future. 

Because the managerial program asks workers to calculate 
and respond according to their interests, the result is a state of 
mind that limits rather than expands emotional involvement in 
their organizations. As indicated, this limited involvement implies 
considerable freedom for the individual who continues to calcu¬ 
late and play the roles of the job. 

The evolution of management in the United States has been 
one of extricating business from harsh conflict and tyranny of 
autocratic leaders. But this history is full of paradox. While moving 
a long way toward the resolution of external conflict between 
groups with different amounts of power, the managerial evolution 
produced inner conflict for individuals. In other words, one 
source of tyranny has been replaced by another. The earlier tyr¬ 
anny of the autocratic leader consisted of the harsh disregard for 
the well-being of subordinates. Autocrats have been displaced as 
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the power holders in business. The professional manager has as¬ 
cended to the top of the power pyramid. The tyranny, though it 
may be inadvertent, arises jfrom the logic of calculation and the 
imperative of control in the managerial mystique. 

People in organizations are required to play roles and in 
doing so to detach their psyche from what they do as performers. 
The gain derived from this detachment is less overt conflict in the 
workplace and, at least in the short term, well-mn organizations. 
The cost, however, is the sense people have of being bereft and 
divided within themselves. This sense of incompleteness affects 
the manager as well as the worker and staff person, although the 
headiness of power protects the manager from the ill effects of a 
divided self for longer periods of time compared with people who 
have less power. 

The malaise of organizations is in one sense a legacy of the 
past, a product of modernization. The managers may have little 
awareness of the origins of their roles or the destination to which 
their activities are leading. There is among managers an optimism, 
objectivity, and abiding faith in progress, but also a denial of the 
paradoxes contained in the perfection of their craft. This denial 
includes the capacity to ignore the errors of omission that result 
in the slow death of organizations. 
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Rationality and Efficient 


JL robably no figure in the history of management has been more 
maligned than Frederick Winslow Taylor, the man known as the 
father of scientific management. Laborers and union leaders, finan¬ 
ciers and capitalists, humanists and journalists all attacked Taylor’s 
theories. They perceived in him an evil, which astounded Taylor 
and his followers. Yet what Taylor proposed through his system 
of man^ement lies at the core of how modern managers are 
supposed to think and act. The principle is rationality. The aim is 
efliciency. And the method is programmatic, which means apply¬ 
ing observation, standardization, training, and incentives to 
achieve efficiency. 

Although not a philosopher or an abstract thinker, Taylor 
held deep convictions about the causes of industrial strife and 
proposed scientific management as a cure. Basically, he believed 
conflict was bom of ignorance. If neither supervisor nor worker 
has an objective standard for judging work performance, then 
their opinions will conflict. Taylor said to them, ‘‘The main trouble 
with this thing is that you have been quarreling because there are 
no proper standards for a day’s work.... We make a bluff at it and 
the other side guesses at it and then we fight. The great thing is 
that we do not know what is a proper day’s work.” ‘ 

Taylor believed rationality could tame industrial conflict and 
provide a moral principle that would serve humanity well in all 
aspects of life. 


62 
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The moral effect of this habit of doing things according to 
law and method is great. It develops men of principle in 
other directions. When men spend the greater part of their 
active working hours in regulating their every movement in 
accordance with clear-cut formulated laws, they form habits 
which inevitably affect and in many cases control them in 
their family life, and in all their activity outside the working 
hours. With almost certainty, they begin to guide the rest of 
their lives according to principles and laws, and try to insist 
upon those around them doing the same. Thus the whole 
family feels the good effects of the good habits that have 
been forced upon the workman in his daily work.^ 

Taylor knew whereof he spoke. If it is possible to reduce an 
individual’s life to one theme, Taylor’s was the need to control his 
behavior and his inner world. He suffered severely from an obses¬ 
sional neurosis and related depressive reactions. But rather than 
Himini^hing the man and his works, the fact of his obsessional 
illness only makes him awesome. He was able to overcome and 
even use this illness to craft almost single-handedly the monumen¬ 
tal work called scientific management. 

It is simple for any individual to act rationally under most 
circumstances. However, it is difficult to achieve and to maintain 
rational behavior in an organization. Taylor recognized that man¬ 
aging pioduction in large fectories depended on establishing a 
system that would apply rationality consistently. People under¬ 
stood the idea of rationaUty as it had evolved from John Locke, 
Adam Smith, and other philosophers of the Enlightenment. For 
example, EU 'Whitney q)plied principles of efficiency to factory 
work with his use of the concept of interchangeable parts in the 
manufacture of muskets. This concept became a cornerstone of 
mass production and later proved essential to the development of 
the assembly line. Yet, no invention before Taylor was as program¬ 
matically powerful as his system of scientific management. 

It is paradoxical that Taylor, who despised philosophers, 
should implement a program that brought the philosophers’ 
dreams closer to reality than ever before. It is also paradoxical 
that his elaborate, rational scientific management system evolved 
from a caldron of irrationaUty in his inner world and that even 
today he is denigrated by managerial theorists for creating a pro- 
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gram of rationality and efficiency without which professional man , 
agement could not exist. 

Peters and Waterman write about Taylor and scientific man - 
agement in the management bestseller In Search of Excellence: 
“The old rationality is, in our opinion, a direct descendant of 
Frederick Taylor’s school of scientific management and has ceased 
to be a useful discipline.”» They go on to criticize a legacy of false 
beliefs that they ascribe to Taylor, but that hardly has any thin g to 
do with old or new rationality or with scientific management and 
its inventor. The felse beliefe, according to Peters and Waterman, 
are: To be big is to be better; low-cost producers are the ultimate 
winners; analysis wins all; plans override zealots; the job of the 
manager is to make decisions; the job of the manager is to keep 
things under control; productivity depends on incentives; quality 
depends on inspection; a manager who can read financial state¬ 
ments can manage anything. 

Peters and Waterman are in fact attacking the extremism that 
grew out of the managerial mystique and led to the arrogance and 
excesses of post—World War II corporations. There is neither old 
nor new rationality because rationality is indivisible, and 

firee of cultural limitations. If their readers were to take the mes¬ 
sage seriously and discard the principle of rationality and the pro¬ 
gram of scientific management, real chaos would ensue. 

The serious criticism of scientific management is not that it is 
a program for rationality consistently applied. The problem with 
scientific management is that managers adopted its program but 
foiled to recognize that it was an incomplete project with unfore¬ 
seeable consequences. It was neither trivial nor misguided. And it 
was not without potential fisr being developed into a humanly 
acceptable program, although through no fault of his own this aim 
lay outside the realm of Taylor’s system. 

Scientific management is a program for increasing productiv¬ 
ity through careful organization of foctory work. The typical foc- 
tory of the late eighteenth and early nineteenth centuries was a 
hodgepodge of activity. Workers performed idiosyncratically. 
Their supervisors took little responsibility for the design of work 
methods or foctory flow. Instead, they pressed for productivity by 
utimidation. They assumed it was their right to bully and play on 
iars in their demands for greater output. To demand greater out- 
ut without showing a method to achieve it is a situation rhat can 
nly alienate employees and bring them into unresolvable conflict 
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with authority. This conflict was less concerned with class differ¬ 
ences than practical concerns, a fact that Taylor recognized early 
in his career as a result of his apprenticeship in the factory. He 
worked shoulder to shoulder with blue-collar employees despite 
his aristocratic Philadelphia heritage. When he became a supervi¬ 
sor, Taylor refused to engage in the forms of intimidation he had 
observed. Instead, he proposed to promote superior performance 
even at the simplest tasks by rationalizing work. He paid attention 
to processes, tools, jigs, and fixtures in order to simplify effort and 
maximize results. 

Whereas scientific management offers a general program for 
efficiency, production operations are themselves specific and 
diverse. It takes highly conceptual thinking to go beyond the spe¬ 
cifics of any manufacturing plant to general principles of effi¬ 
ciency. A tour of an oil reiSnery or chemical works reveals massive 
physical structures with only a few highly trained employees in 
the control rooms, who watch instruments to monitor chemical 
reactions they cannot see. The off-stage activity of the mainte¬ 
nance crew assures steady operation, and their ability to work 
quickly during emergencies saves expensive downtime and capital 
equipment. 

A food canning operation presents a different picture. Here 
the work is intensive for a few months of the year when the 
produce ripens. Seasonal employees arrive at the plant to take up 
workstations in front of cookers and on conveyor lines. Their 
productivity depends on the quality of the maintenance crew that 
steps in after canning season to break down the machinery, clean 
it, replace defective parts, and put it to sleep until the arrival of 
the next new crop. 

A foundry is a scene of precise worker-machine coordination. 
When molten metal is ready to be poured, a line of exactly crafted 
molds must be waiting. The metal shapes that emerge from the 
molds then go into another production process called machining 
or assembling. The machining operation is computer controlled 
today. A programmed tape shifts both the metal object and the 
cutting tool into a predetermined position. Tool and metal object 
meet, and metal is removed according to specifications. Assembly 
operations range from automobile assembly where large parts are 
fitted onto a chassis that moves along a conveyor to electronic 
product assembly where micromodules produced at automated 
workstations are combined. 
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A walk through a weaving room in a textile mill is a noisy 
experience. Looms clatter as shuttles shoot back and forth be¬ 
neath the strands of fiber that make up the warp of the cloth. The 
looms shut down automatically when strands break. A weaver 
tends many machines and must constantly move along their banks, 
repairing breaks in order to resume weaving. 

All of these manufacturing operations will be more or less 
efficient depending on how the work flow is organized. The num¬ 
ber of steps must be minimized firom beginning to end of the 
production cycle. Materials must move unidirectionally and 
should not retrace st^s or be held needlessly in storage. The 
much heralded Japanese method called “|ust in time” is not a 
recent innovation; the idea appeared in the methods of scientific 
management. “Just in time” controls inventories to avoid excess 
accumulation of parts and work-in-process and to assure the pres¬ 
ence of parts when they are needed. Accumulating inventory clut¬ 
ters work space and ties up capital. American producers just 
forgot inventory control along with other elements of efficient 
manufacturing. 

The genius of any fectory is the combination of “hard” and 
“soft” technology, guided by highly educated engineers, skilled 
working people, and shrewd supervisors. Hard technology is the 
useful application of physical sciences. The invention of the steam 
engine is a historic example of hard technology. The newest ex¬ 
ample is the development of superconductive matc riak 

Soft technology is the province of scientific management. It 
deals with the problems of analyzing products, specifying work 
methods, designing the worlqilace, and coordinating the flow of 
production from its start to finish. Unlike hard technology, which 
is closely related to the physical sciences, soft technology is only 
a few steps from artful common sense. For this reason, it may have 
been a misnomer to call Taylor’s work scientific management. 
Science in this case actually refers to observation and motion 
tudies to discover the steps used in manufacturing and to reduce 
e steps to the minimum necessary. There is no theory and there 
; no physical laws comparable to, for example, Boyle’s law of 
t relationship of pressure, volume, and temperature of gases that 
plains the functioning of the steam engine. 

People tend to forget that manufacturing is a blend of tradi- 
ion and invention. The proper blend occurs only when skillful 
people pay attention to what they are doing, whether they are 
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engineers, workers, supervisors, or managers. When anyone in the 
human chain loses interest or any technique is inadequate, distor¬ 
tions occur, such as when top managers ignore the care and up¬ 
keep of the factory or when sloppy methods produce poor 
products. 

The French have a term for this blending, hricolage, and its 
practitioner is the bricoleur In English it is tinkering done by a 
handyman. It is learning to make do with what is at hand, finding 
a better way without requiring a revolution in practice. It is the 
application of the practical imagination to making things work. An 
executive of Cummins Engine described the attention to soft tech¬ 
nology and its results this way: 

Earlier, we jumped too quickly into robotics on the assump¬ 
tion that the way we got productivity was to eliminate 
employees. Now we think in terms of work flow: how to 
reduce the handling of material so that we don’t need so 
much hardware. We found, for example, that we were 
machining parts, moving them to a warehouse for storage, 
then bringing them back to complete the motor assembly. 
We’ve eliminated the warehousing."^ 

The techniques of efficiency are universal. They apply to aU 
manner of work, whether modem or traditional, performed in the 
factory or in the individual’s workshop. As Professor Theodore 
Levitt of Harvard Business School argues in a brilliant critique of 
the theory of postindustrial society, the techniques of efficiency 
expounded in scientific management can become the means for 
overcoming the problem of productivity lags in a service econ¬ 
omy.^ He cites as an example the standardization of the work in 
the McDonald’s fast food chain. 

The McDonald’s fryer is neither so large that it produces too 
many french fries at one time (thus allowing them to 
become stale or soggy) nor so small that it requires frequent 
and costly frying. The fryer is emptied onto a wide, flat tray 
adjacent to the service counter. This location is cmcial. 

Since the practice of McDonald’s is to create an impression 
of abundance and generosity by slightly overfilling each bag 
of firench fries, the tray’s location next to the service counter 
prevents spillage from reaching the floor. 
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While McDonald’s aims for an impression of abundance, 
excessive overfilling could be very costly for a company that 
annually buys potatoes almost by the trainload. McDonald’s 
therefore developed a special wide-mouthed scoop with a 
narrow funnel in its handle. The counter employee picks up 
the scoop and inserts the handle end into a wall clip con¬ 
taining the bags; a single bag then adheres to the handle. In 
one continuous movement, the employee fills the scoop 
with the potatoes and then fills the bag—with the exact 
amount the designers intended. 

Nothing can go wrong—the employee never soils his 
hands, the floor remains clean, dry, and safe, and the quan¬ 
tity is controlled.^ 

Finding a better way is incrementalism at its best. Incremen¬ 
talism is seeking the next step (not the ultimate step) in improv¬ 
ing work flow and productivity. It begins with an observation— 
perhaps that materials are being produced only to lie in a ware¬ 
house, tying up valuable capital and adding costs in double han¬ 
dling and shipping. An observation such as the one the Cummins 
executive reported produces a sense of unease or disquietude. 
This emotion does two things. First, it encourages thinking, testi¬ 
fying that emotion and cognition are like two hands washing each 
other. Second, it encourages communication. The observer with a 
sense of unease feels urgently the need to talk the problem over 
with someone, usually an authority figure, but sometimes a peer. 
The communication leads to effort to define the problem further 
and to find solutions. A bond is solidified between superior and 
subordinate to pursue the problem to its conclusion. In that pur¬ 
suit more work is done and many other people become part of 
the effort 

But suppose the boss is disinterested and shuts off communi¬ 
cation. The result is inaction and a different emotion. Instead of 
disquiet from a sense that things can be done better, anger arises 
id then lassitude. People stop caring and lose their capacity to 
iker, to innovate, and to search for the next increment. 

The reason people in authority lose interest in improvement, 
and consequently discourage others, is that they substitute the 
program for the content contained in new possibilities. They lose 
their acuity for the better way. They fail to observe, and what is 
more they fail to recognize emotions as a source of information. 
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The next step never occurs and the tradition of bricolage is seri¬ 
ously disrupted. 

To his embarrassment, the head of research and development 
in a high-tech company discovered that his group failed time and 
again to produce results. He was doubly embarrassed because a 
special assistant to the president almost single-handedly solved 
many of the company’s critical technical problems in product 
design and manufacturing. Two conditions accounted for the dif¬ 
ferences in performance. First, the formal research and develop¬ 
ment group had become enmeshed in procedural details, such as 
technical meetings and budgetary reviews, while the special assis¬ 
tant was free to roam throughout the company, tinker in his labo¬ 
ratory, and engage manufacturing people in experiments to help 
him solve problems. Second, the special assistant had the ear and 
the confidence of the president of the company, while the re¬ 
search head struggled for time and attention. Talking about work 
with the president instilled confidence and motivated the assistant 
to perform, but the research head and his organization lacked 
these stimuli and suffered as a consequence. As a defensive maneu¬ 
ver, the research head renewed his efforts to build programs and 
procedures as a substitute for direct engagement in work. 

It is an easy step to move from a program fixation to rigid 
forms of communication. Programmatic thinkers usually like to 
control the flow of information and require formal presentations, 
documentation, and set meetings. Their rigidity and formality 
should not lead to the conclusion, however, that rationality, the 
quest for efficiency, or scientific management as a rational ap¬ 
proach to efficiency is at fault. The fault is in a human failing that 
is easily overlooked because it is derived from unconscious im¬ 
pulses that subtly affect human relations. 

A foreman of a machine shop that was an important arm of an 
electronic instrumentation company had what seemed to him an 
eccentric employee on his hands."^ The employee was a skilled 
machinist who, in addition, was a master chess player. He wanted 
to teach other employees the game of chess if they were inter¬ 
ested. He posted a notice on the bulletin board and a number of 
workers appeared at his workplace during coffee breaks and lunch 
periods to learn. The foreman showed his displeasure over this 
odd activity by the scowl on his face and other forms of body 
language. 

The machinist observed that the tooling practices were less 
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than efficient, and he informed his foreman of his views. The fore¬ 
man took offense and discouraged the man from further analysis 
of his observation. The machinist became angry, but instead of 
ceasing to care, he pursued his ideas. When he posted notices on 
the bulletin board concerning work practices, the foreman told 
him he could not use the bulletin board for such purposes. The 
machinist then constructed a smaU bulletin board near his work¬ 
station for displaying his ideas. The foreman and the machinist 
exchanged angry words and the last word came from the foreman, 
who said, ‘Tou’re fired!^’ 

It is probably asking too much of people engaged in produc¬ 
tion to become acute listeners, sensitive to nuances of expression 
that might contain new possibilities. For many production man¬ 
agers, perceptions and thinking tend toward the familiar and shy 
away from novelty. Such is the case with the foreman. What was 
real for him was authority and the orderliness of expectations 
surrounding his position. The chess-playing machinist violated 
these expectations so that the foreman had to cope with his rage 
and ignore the new possibilities this employee presented to him. 
Never mind that the chess player might have been correct in his 
criticisms of production methods and therefore an advocate 
rather than an enemy of efficiency and productivity. He violated 
the order contained in position and authority. 

Clearly, the machinist had a dual agenda: to improve produc¬ 
tivity and to flout authority. Reciprocally, the foreman had a 
choice, either to focus on efficiency or to contest the challenge to 
his authority. In either choice there was no real threat to the 
foreman. What was real was the threat to his sense of order. In 
microcosm this anecdote from a machine shop reveals the incom¬ 
pleteness of scientific management, which is centr^ to the issue 
of the managerial role and efficiency. Managers from the time of 
Taylor to the present day have been unaware that they were using 
an incomplete system. Had Taylor’s work been successfully con¬ 
cluded, the story of America’s competitive position would be en¬ 
tirely different from the one we are witnessing today. But to 
construe the incompleteness as a claim that it should be aban- 
oned is tantamount to throwing out the baby with the bath 
^ater. 

The great pioneers of management, such as Alfred Sloan, 
ever fully comprehended the intention of scientific management. 
In Taylor’s vision it was a method for resolving conflict in the 
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worlqjlace as well as a means of assuring improved productivity. 
He would not have one without the other. His passion for indus¬ 
trial harmony and the rapprochement of management and worker 
is reflected in Taylor’s testimony before a congressional commit¬ 
tee investigating scientific management. 

I was a young man in years, but I give you my word I was a 
great deal older than I am now with worry, meanness, and 
contemptibleness of the whole damn thing. It is a horrid life 
for any man to live, not to be able to look any workman in 
the face all day long without seeing hostility there and feel¬ 
ing that every man around one is his virtual enemy. These 
men were a nice lot of fellows and many of them were my 
friends outside of the Works. This life was a miserable one 
and I made up my mind either to get out of the business 
entirely and go into some other line of work, or to find some 
remedy for this unbearable condition.® 

The practitioners of management who followed Taylor con¬ 
strued the project narrowly. They concentrated on the structural 
aspects of the program and organizational practices, such as de¬ 
centralization and management control. Consequently, two prob¬ 
lems inherent in the modernization of work remained. The first 
was restriction of output, or resistance to rational programs, and 
the second was the separation of responsibility and authority. 

Taylor’s years as factory apprentice and machinist brought to 
his attention a common practice he called “soldiering,” which 
social scientists later called “restriction of output.” Simply put, the 
practice was to limit output to a level chosen by consensus among 
workers. Unfortunately, Taylor too quickly concluded what this 
practice meant. As most rationalists would, he concluded that the 
practice grew out of a cognitive limitation that affected manage¬ 
ment and workers equally. He did not believe that workmen were 
necessarily lazy or that they were trying to cheat their employers. 
He felt that they simply did not know what was expected of them 
and there was no objective standard to guide their behavior. 

The phenomenon of restriction of output needs a more com¬ 
plicated explanation than worker ignorance. Individual excel¬ 
lence is admired when it seems god-given and individually honed 
and when it is not a threat to anyone, as in the performance of an 
athlete. Excellent performance rarely shows in factory work, but 
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when it does, it can easily seem threatening to others. If one 

worker produces well above the norm, management may calcu¬ 
late that fewer workers are needed to produce a given amount of 
woric and may fire some employees. Or, even if workers are not 
deprived of their livelihood, they may be expected to perform at 
a higher level or will look inferior to authority. In the face of this 
threat, workers form tight groups that practice restriction of out¬ 
put This solidarity is supportive to the group as a whole, granting 
it power in relation to authority; it is also intimidating to members 
of the group, using peer pressure to keep individuals from excel¬ 
ling and thereby harming others. 

Taylor identified restriction of output as a factory practice, 
but it existed long before he put on work clothes. The persistence 
of the practice testifies to the need people feel to control their 
environment with whatever tools are at their command. The feet 
that Taylor encountered resistance to his ideas firom fectory su¬ 
perintendents as well as blue-coUar workers testifies to the ease 
with which rational programs can become distorted in the politics 
of control. 

The second problem arose because Taylor’s program of sci¬ 
entific managem ent reorganized the fectory and placed it in the 
hands of a new corps of specialists, called industrial engineers or 
efficiency experts. These experts were responsible for all aspects 
of production methods and seriously shifted the balance of power 
in the factory away from supervisors to themselves. With the rise 
of labor unions, the power of supervision deteriorated further and 
created a disparity between responsibility and authority. Supervi¬ 
sors are responsible for the flow of production, but they lack the 
authority to give their directives force. They are not permitted to 
design the plan for work flow, and typically they are not allowed 
to do more than approve standards of performance, since these 
activities belong to the specialists. If a supervisor does not go 
along with projected work methods or production standards, the 
burden is on him or her to prove error. Most supervisors lack the 
ime and expertise to engage specialists in disputes about methods 
md standards. Having neither the conviction based on experience 
lor the tools to control the organization of work, factory supervi¬ 
sors become passive. They usually accept what is presented to 
them. Their task is their own survival, which further distances 
them firom the people they are supervising. 

To make matters worse, the higher echelons of manufactur- 
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ing management have forgotten about the importance of supervi¬ 
sion “in the trenches.” They have been so busy defending 
themselves from marketing people who want more products in 
the line and from staff people who want reports that the linkage 
in authority, from front-line supervisors to top management, has 
eroded even beyond the effects of efficiency experts. 

As David Halberstam pointed out in his account of the rise of 
the Japanese automobile industry’*and the decline of the American 
automobile industry, an implicit accommodation between orga¬ 
nized labor and management occurred.^ This accommodation fur¬ 
ther eroded the ability of manufacturing management to complete 
the project that Frederick Taylor started. There was no need to 
solve the problem of worker productivity since it became dor¬ 
mant in the institutional practices of corporations and organized 
labor. Following World War 11, the idea gradually took hold: In¬ 
stead of conflict, why not accommodation? The cost of labor in¬ 
creases with no concomitant productivity increases could easily 
be passed on to the consumer who was hungry for goods and 
services. This accommodation expressed the calculus of rational¬ 
ity in new ways. Figure the cost of conflict, as it has been tradition¬ 
ally expressed through strikes and slowdowns, with loss of income 
for both the working person and the corporation. Against that 
alternative, accommodation, with its increased costs and lowered 
productivity, seemed preferable for both sides, at least in the short 
term. 

In the practice of accommodation, the labor movement was 
smart enough to stick to economic issues and to relinquish the 
aim of controlling the workplace. Indeed, Alfred Sloan proudly 
reflected that in the decade of labor-management accommodation 
foUowing the 1946 strike at General Motors, management prerog¬ 
atives remained intact.'® Beyond preserving these prerogatives, 
management limited its aim to strike-free business. 

In the course of this narrow exchange, the tradition of inno¬ 
vation and improvement fell by the wayside. Neither management 
nor labor wanted to revive this tradition, if they were even con¬ 
scious of it. The latent problems resulting from the unfinished 
project of scientific management may have been repressed, but 
they have not disappeared. The motivation to work has been trans¬ 
formed from the desire to do better to a struggle for power in 
which the contending groups have multiplied. It is no longer con¬ 
tention between institutionalized labor and management. Within 
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management itself, power issues dominate interaction. Technolo¬ 
gists fight manufacturing people who fight marketing and financial 
people, and the supervisors make sure that they have a ringside 
seat, well away from the danger of being struck by a stray blow, 
but close enough to marvel at the maneuverability of all the con¬ 
tenders. 

Perhaps the most devastating aspect of this failure to com¬ 
plete the work of scientific management is the denigration of 
know-how. Increasingly, top management has engaged in an inter¬ 
nal power struggle with its own people who are supposed to be 
running businesses and factories by placing staff people into line 
jobs. Typically, top management mistrusts the heads of all operat¬ 
ing divisions, including those at plants where products are made. 
To assure the link to these decentralized power centers, high-level 
staff people, young but seasoned in corporate maneuvering, are 
sent out as division heads. In these line positions they are respon¬ 
sible for results. But since they do not have either experience or 
the expertise in the field of sales or manufacturing, they bring no 
value to the job, except for the possible claim that they have the 
ear of top management and can get a fair share of the resources 
that get distributed for capital investment. This claim is clearly 
political. While it may induce the appearance of a cooperative 
attitude (after all, how many people are willing to turn their back 
on the possibility of more funds?), there is no mistake in the 
judgment that the alliance comes fi*om poEtics and not from 
a shared understanding of what it takes to make and do things 
better. 

Before its transformation from an industrial conglomerate 
into a service company, the Ogden Corporation experienced the 
problems typical of a company that reHes on staff as a source of 
line managers and subordinates know-how to the need for top 
managers’ control. Repeatedly, the staff executives sent out to 
head operating divisions could not overcome their lack of expe¬ 
rience with product-market—oriented activities and their personal 
anxiety in taking charge. As divisions failed to produce results, the 
division heads became increasingly anxious and began casting 
bout for magical solutions to their problems, such as wEd prod- 
ct changes. 

In its transformation, the Ogden Corporation did more than 
[vest industrial products divisions. It also changed its philosophy 
.o marry authority and competence, reducing staff involvement 
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and freeing executives at all levels to identify and solve problems. 
The new Ogden emphasized practical rationality and diminished 
organizational politics. 

Those who criticize scientific management as an outmoded 
rationality had better take a second look. Even though it is true 
that Taylorism contributed to the deterioration of factory super¬ 
vision by centralizing methods in a new function called “industrial 
engineering,” this shift in the balance of power was inadvertent 
Taylor was apolitical in his consciousness and had no interest in 
displacing or promoting power for any particular group. The 
worst that can be said about the proposal for scientific manage¬ 
ment is that it was and probably continues to be naive. But it was 
founded on a love of manufacturing and a humane desire to do 
things better. And it offered a revolutionary program for institu¬ 
tionalizing efficiency, which before Taylor’s time did not exist. 
Taylor freed productivity from its total dependence on hard tech¬ 
nology and, potentially, gave common sense a channel in the large 
factory. 

A revival of the tradition of doing things better is badly 
needed today, not only in manufacturing, but also in many labor- 
intensive businesses such as retail goods and services. Those busi¬ 
nesses that will make it in the marketplace will do so because they 
are efficient and have made efficiency congenial to human beings. 
Learning how to distribute goods and services over large geo¬ 
graphical areas and how to please consumers with value at the 
same time requires the application of knowledge that may at first 
seem remote from machine shops, foundries, and assembly lines. 
Yet the origins of those abilities are plain: learning to cut metal 
efficiently in factories. 

Cecelia Tichi, in her fascinating study of technology, litera¬ 
ture, and culture, provides a clue that may help explain the distor¬ 
tions that have prevented the generalization and humanization of 
efficiency.'' There is an irrational substrate that can easily engulf 
rational aims and methods. The substance of this irrational sub¬ 
strate is anxiety about time and money. Its crucial theme is the 
equation that time is money. The fear of wasted time that cannot 
be recovered and wasted money that will take more time to regain 
generates at the surface a grim seriousness that is particularly 
distressful because it is incessantly demanding. 

Instead of talking with one another, bosses project their anx¬ 
iety onto their subordinates, who in turn respond with evasions 
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and ofif-the-mark excuses. Bosses complain, cajole, and in other 
ways project their fears that time is passing, money is going down 
the drain, and bad things are going to follow the inherently sinful 
waste of time and money. While this fruitless interchange contin¬ 
ues, work falters and the ideal of doing things better disappears 
instead of becoming the force that unifies men and women to find 
ways to solve real problems. 

Some will argue that the conflicts arising from the obsession 
over the waste of time and money are holdovers from the old 
world of smokestack industry, with its “gear and girder” mentality. 
These same observers describe the modem factory as a product 
of knowledge-based work, in which people at all levels are paid 
for thinking and not for expending physical energy. In this era of 
knowledge-based industry, there should be equality in power, and 
therefore less conflict. While only time will tell, there is reason to 
believe that this view is naive. Without a change in ideas about 
human nature and the conditions that bring about productive 
cooperation, the vision in back of the quest for efficiency will 
remain just a vision instead of a source of energy in doing things 
better through mutual effort. 



Chapter 5 


Cooperation 


xlmerican society is in deep conflict about its industrial and 
human relations. It values individuality, yet it has crafted an indus¬ 
trial system that requires cooperation to keep the apparatus run¬ 
ning. It values equality, yet its corporations depend on a hierarchy 
to make them effective. Hierarchy works only when a bond of 
confidence exists among people at different levels of status and 
power, yet the degree of distrust of authority in business, as well 
as in other organizations, is high. Given the history of industrial 
strife in the United States, this is understandable. 

In recent studies of the American automobile industry, mis¬ 
trust between management and labor ranks high as a cause of the 
decline of productivity and product quality.^ The narration of the 
famous battle of the Overpass, with pictures of a bloody Walter 
Reuther, UAW president, stands as a reminder to students of the 
industry of the violent struggle in the 1930s between the unions 
and management over the right to organize. Unlike the situation 
in Japan, labor relations in the United States were until relatively 
recently grounded in mutual suspicion and hostility. 

Scientific management’s solution to transforming conflict into 
cooperation is not to eliminate hierarchy and inequality in status, 
but to make all members of an organization equally subordinate 
to the principle of rationality. Superior and subordinate alike are 
supposed to be committed to the goal of consistently applied 
principles of efficiency. Within that frame of reference one person 
is not exerting power over another in directing behavior, but role 
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and task are defined by the objective requirements of efficiency. 
Taylor’s vision was, and continues to be, formidable. However, for 
scientific management to succeed in eliciting cooperation, people 
have to believe in its objectivity and fairness. They have to believe 
that it advances everyone’s best interests. Posing the problem this 
way shifts the focus from the politics to the psychology of indus¬ 
trial and human relations. The necessity for cooperation remains, 
but the diagnosis of the failure of cooperation to occur changes, 
as does the cure. 

From the political practice of Mahatma Gandhi, much can be 
learned about the transformation of conflict to cooperation. When 
there are deep resentments, mistrust feeds on itself to generate 
hostility. Gandhi used passive resistance to simultaneously em¬ 
brace his enemy while engaged in overthrowing a powerful adver¬ 
sary. Perhaps Gandhi learned this lesson from his adversary in the 
textile mills of Ahmedabad, where he organized a strike in 1918.^ 
The Sarabhai family, who were leading mill owners, often helped 
the strikers by feeding them while opposing their aims. This prin¬ 
ciple of inclusion applies in simations where an adversary today is 
also a partner tomorrow in some common endeavor. 

In the early 1920s George Elton Mayo, an academician from 
Australia, journeyed to the United States to lecture on industrial 
relations and philosophy. Mayo deserves to be called the father of 
the human relations movement in industry. Like Taylor, he offered 
a visionary’s solution to the problem of industrial cooperation, 
although his vision differed significantly from scientific manage¬ 
ment. He and Taylor were also alike in that both men took orga¬ 
nized work as the object of their studies, but neither man could 
live comfortably and productively in real organizations. They 
were both outsiders and essentially lonely men seeking to solve 
their personal problems through a vision of harmony in the work¬ 
place. 

As with many great innovators, Mayo’s personal history and 
conflicts gave energy to his work and probably stimulated his 
merest in the plight of the working man.^ His interest in psychol¬ 
ogy stemmed from his struggles with depression and identity dif- 
Lision. Mayo, the son of a physician, studied medicine for two 
/ears in Australia and, after another try at medical school in Scot¬ 
land, abandoned his medical career. Although he never became a 
physician, medicine formed the core of his professional identity. 
He was a kind of healer, initially to individuals, but ultimately to 
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society. Colonel Frank Urwick, who was one of the leading man¬ 
agement specialists of the 1930s, referred to him as “Doctor 
Mayo” in discussing the human relations solution to industrial 
problems. Mayo enjoyed the tide. 

Mayo had remarkable acceptance among medical practition¬ 
ers who invited him into their clinics and referred patients to him 
for treatment of mental disorders. He had litde formal training or 
qualifications for psychotherapeutic practice. Certainly, the first 
two years of medical school, especially during his years of study, 
provided litde systematic inquiry into mental illness, let alone 
guided practice in diagnosis or treatment. Whatever he knew 
came firom self-training. 

After leaving medical school for a second time, Mayo took 
work in a home for aged and indigent workmen. His formal job 
was to teach. His self-defined job was to study the connections 
between emodonal states, patterns of thinking, and people’s ca¬ 
pacity for work. 

To achieve his real purpose, Mayo conducted interviews in 
vdiich he elicited information on the individual’s life situation, 
personal history, and apparent disturbances in thoughts and emo¬ 
tions. For this work, Mayo was highly regarded by staff and clients 
alike because of his remarkable capacity to take an interest in 
another human being. He was naturally gifted as a listener and 
could easily evoke confidence through his attentiveness and abil¬ 
ity to withhold judgment. In clinical psychotherapy, withholding 
judgment means not registering approval or disapproval of what a 
patient says. To listen is to accept the other person’s communica¬ 
tions with the seriousness with which they are offered. Sensing 
such unconditional acceptance, the speaker will feel increasing 
interest in exploring and presenting inner thoughts and feelings. 

Mayo discovered other consequences of his skill in listening. 
The relationship of the interviewer and the interviewee, particu¬ 
larly when it has the overtones of a medical situation, produces 
effects that may go well beyond the ostensible reason for con¬ 
ducting the interview. For example, the interviewee may experi¬ 
ence a kind of cathartic release, or “blowing off steam.” The idea 
of catharsis was not new at the time that Mayo conducted his 
interviews. Although it was discredited as a method of curing 
mental illness, Mayo, along with other practitioners of psychother¬ 
apy, found that it did provide temporary relief. 

Another aspect of the interviewing method, which Mayo per- 
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haps understood but did not make explicit in his theories, is the 
influence a sympathetic listener may gain in the life of the other 
person. Long before Mayo, this influence had been recognized first 
as “suggestibility” and later as “transference.” In certain cases the 
interviewee responds to the attentiveness of the listener by vest¬ 
ing confidence and even power in him or her. The interviewer 
can make suggestions and the interviewee will be inclined to fol¬ 
low these recommendations, sometimes with beneficial, if tem¬ 
porary, results. The power of suggestion is particularly strong 
when the interviewee is attracted to the interviewer. Sometimes 
the attraction is induced because the interviewer seems like a 
kindly parent who stands ready to grant permission to the inter¬ 
viewee to do what he or she is aching to do, but cannot do 
because of personal restraints and inhibitions. In other cases the 
attraction is sexual, which firequently leads to the idealization of 
the interviewer. Whatever the source of attraction, suggestibility 
results in one person’s gaining considerable influence over the 
thoughts and actions of another. 

Mayo believed that the interview method could be applied to 
industry as a means of promoting cooperation at all levels of the 
organization.^ On the surface, it would appear that Mayo’s pro¬ 
posal for introducing the interviewing method in industry was 
intended to tranquilize the work force by the seduction of sym¬ 
pathetic listening. Indeed, many labor leaders and sociologists at¬ 
tacked Mayo’s theories and called the practical application of his 
work “cow sociology.” There was only one attempt to use inter¬ 
viewing in a personnel program. Western Electric Company intro¬ 
duced it under Mayo’s general direction, but it was abandoned, 
probably because it lacked clear purpose, showed few results, and 
came under severe criticism as an antiunion practice.^ 

A more detailed examination of Mayo’s work presents a sub¬ 
tler picture of his aims and methods. It is a case in which research 
and theory leap far ahead of practical application. Mayo’s purpose 
in conducting interviews became part of a larger effort to under¬ 
stand, as well as to promote, the conditions that would bring 
about cooperation in the workplace. 

Mayo’s research linked the human relations of employment 
to the causes of mental disturbances in individuals. These distur¬ 
bances appeared in the form of reveries accompanied by feelings 
7f guilt and diminished self-esteem. The basic causes of these dis- 
urbances were the social isolation of work and the repetitiveness 
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of physical activity in mass production. A single worker was part 
of the overall labor crew, but without requiring concentration or 
the use of well-developed skills, the work induced a sense of de¬ 
tachment in his or her consciousness. As a result, the normal 
tendency for cooperation fell victim to the pathology of the iso¬ 
lated individual. 

For Mayo, spontaneous cooperation was the normal condi¬ 
tion for individuals engaged in the division of effort. Its absence 
represented illness, which appeared in the form of symptoms such 
as individual depression (more commonly recognized as boredom 
and fatigue) and collective unrest and strife. 

Mayo’s argument began with the problem of worker fatigue. 
Mayo’s experience in interviewing and his reading in psychiatry 
had already convinced him that one could not isolate a single 
phenomenon such as fatigue and correlate it with levels of pro¬ 
duction. Fatigue is not a simple result of the expenditure of phys¬ 
ical energy. The notion that the workers are a reservoir of energy 
that they expend as they perform and that could be managed to 
produce higher productivity and well-being ran counter to Mayo’s 
perception of work as a complicated mental process grounded in 
self-image and social membership. 

The procedure for eliminating symptoms of malaise, such as 
fatigue and boredom, and for restoring the natural tendency for 
cooperation was to strengthen the ties of membership in the small 
group and the larger corporation. Interviewing was an indirect 
method of creating a tie between the individual worker, the group 
of which he or she was a part, and the company as a whole. 
Another method was introducing rest periods in which workers 
were encouraged to communicate with one another and, more 
important, to establish a positive link to authority. 

This positive link could result from more effective supervi¬ 
sors. As the immediate representatives of authority, supervisors 
could represent rationality, fairness, consideration, and compe¬ 
tence as images with which workers could identify. To identify 
means to incorporate within one’s own psyche the representation 
and images that may be portrayed in another individual, a group, 
or a corporation. An identification with authority would evoke the 
cooperative tendencies inherent in human beings. 

The case files of the Harvard Business School are bursting 
with studies that show the consequences of failed identification 
with authority. One in particular is a classic case involving the 
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introduction of a new method of core making in a foundry.^ The 
new method, consisting of innovations in hard and soft technol¬ 
ogy, was introduced before the workers were prepared for the 
changes. The company had a history of disputes over work stan¬ 
dards and piece rates, and the workers immediately opposed the 
new methods because they felt the rates were unfair and would 
result in lost income. The supervisors withdrew from the conflict. 
They feared taking a position about the rates, although interviews 
with them revealed that they, too, believed the time studies to be 
faulty and the rates poorly set. The worker opposition led to job 
transfers, shutdowns, poor quality, lower production, and loss of 
promising technological improvements. The company began with 
an antagonistic relationship between management and workers, 
and the experience with new methods threatened to encase these 
relationships permanently in a mood of dark hostility. 

Participation is also a method for inducing cooperative atti¬ 
tudes. Quality circles, used extensively in Japan, begin with favor¬ 
able attitudes toward authority. All employees identify with the 
company which, in turn, is supposed to look after its employees 
with programs such as guaranteed employment. Assembling work 
groups into quality circles helps to reduce the isolation inherent 
in mass production, and participating in improving the quality of 
output potentially enhances self-esteem and status in the immedi¬ 
ate group. An already strong foundation of cooperation in Japan is 
expanded through participatory practices. 

Mayo’s grand vision of spontaneous cooperation never be¬ 
came a reality in the United States. It is an oversimplification to 
suggest that the reasons for this fiiilure lay in Mayo’s psychiatric 
orientation. Although neither management nor labor officials 
viewed the problem in the same terms, Mayo sufficiently disguised 
his basic ideas so that he appeared as a humanistic social scientist 
rather than a psychiatrist. His sparse writings were mainly ad¬ 
dressed to a general audience, including managers, and he tried to 
write in a popular style. In his one technical book he discussed 
his theory of work and mental illness, but it is doubtful that the 
more general audience associated his ideas with modem psy¬ 
chiatry.^ 

Other social scientists appeared to advance ideas similar to 
Mayo’s, certainly with many of the same aims of promoting coop¬ 
eration, although with varying theoretical orientations. The topo¬ 
logical psychologist Kurt Lewin, for example, advanced his ideas 
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of participation through studies of democratic, autocratic, and 
laissez-faire leadership.® This work led to the formation of the 
National Training Laboratories and the use of training groups (T- 
groups) to teach supervisors how to establish a democratic group 
culture and leadership style. Other social scientists proposed new 
models of management, such as McGregor’s Theory X and Theory 
Y, the former fostering rigid patterns of behavior and the latter 
participatory and democratic patterns designed to encourage co¬ 
operation in the workplace.^ 

The models of participatory management gave birth to the 
movement called humanistic industrial relations, with advocates 
such as Abraham Maslow, who suggested in his needs hierarchy 
theory that any level of satisfaction is bound to produce frustra¬ 
tion because of the activation of higher level needs. If Maslow’s 
theory were to be proven correct, then the problem of coopera¬ 
tion would indeed be a never-ending challenge to management. 

Management in the United States barely responded to the 
vision of Elton Mayo and the humanistic psychologists who came 
after him. Similarly, management turned a deaf ear to the plea of 
the prominent author of management books, Peter Dmcker. In his 
early book. Concept of the Corporation, Drucker subscribed to 
the ideal of cooperation and urged management to develop indus¬ 
trial citizenship: “It is perhaps the biggest job of the modem cor¬ 
poration as the representative institution of industrial society to 
jfind a synthesis between justice and dignity, between equality of 
opportunities and social status and function.”'^ 

Concept of the Corporation resulted from Drucker’s obser¬ 
vations of General Motors, which was until recently the model 
American corporation, with its well-designed programs of decen¬ 
tralization, incentive compensation for executives, and market 
segmentation. Industrial citizenship was to be the program for 
providing opportunities for status and meaningful activity in in¬ 
dustrial work. Following Elton Mayo, Dmcker rejected the theory 
that monotony is the simple cause of industrial unrest. Using ob¬ 
servations of morale in factories during World War II and the 
results of the Western Electric studies at the Hawthorne works, 
Dmcker concluded that cooperation depended on reconceiving 
the idea of mass production in factories. In this conclusion 
Dmcker did not reject Taylor’s scientific management, as did 
many humanistic psychologists. Rather, he believed that studies 
done at Hawthorne “showed clearly that it is not the character of 
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the work which determines satisfaction but the importance at¬ 
tached to the worker. It is not routine and monotony which pro¬ 
duce dissatisfaction, but the absence of recognition, of meaning, 
of relation of one’s own work to society.” 

Continuing in this same vein, Drucker concluded: 

The major problem, however, is not mechanical but social: 
in mass-production industry the worker has not enough rela¬ 
tion to his work to find satisfaction in it. He does not pro¬ 
duce a product. Often he has no idea what he is doing or 
why. There is no meaning in his work, only in a paycheck. 
The worker in his work does not obtain the satisfaction of 
citizenship because he does not have citizenship. For as very 
old wisdom has it, “a man who works only for a living and 
not for the sake of the work and of its meaning, is not and 
cannot be a citizen.” 

The appeal for cooperation, whether couched in psychology 
or political theory, evades certain economic and political realities 
in America. Pragmatism and individuality are values deeply in¬ 
grained in the American character. Cooperation in either the lan¬ 
guage of humanistic psychology or the principle of citizenship 
contains images of dependency and subordination of individual 
interests to the corporation. Indeed, General Motors and other 
corporations, in concert with the labor unions, established formal 
contractual relationships on the grounds that there is no greater 
form of mutual respect than that contained in hard bargaining that 
acknowledges institutional power. A contract negotiated with 
fiaith in that institutional power and with the vigorous pursuit of 
opposing interests offers dignity to both sides and a basis of mu¬ 
tual respect. 

Economic incentives are a part of contractual cooperation. 
The piecework incentives in scientific management generated sus¬ 
picion that management was out to exploit the work force with 
the lure of higher take-home pay. Workers suspected that once 
income rose, management would cut the piecework rates; there 
was evidence that such practices did occur. 

To overcome suspicion of motives, advocates of economic 
incentives, such as Joseph Scanlon, author of the Scanlon Plan, and 
the Lincoln Electric Company, which offered large profit-sharing 
bonuses, tied their incentive programs to group effort and total 
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corporate performance. Such programs gained only limited accep¬ 
tance. For management, part of the problem in accepting incen¬ 
tive programs was loss of control over costs and benefits. It was 
far more consistent with management practices to predict costs 
within an acceptable range of productivity than to face the fluc¬ 
tuation of unusually high benefits one year and reduced payments 
another. 

Furthermore, management believed that the structure of pay¬ 
ments would be less controllable under incentive plans. They 
feared arousing expectations that could not be folfilled consis¬ 
tently and fostering the perception of unfairness in the wage struc¬ 
ture. Management was unwilling to risk the possible discontents 
arising from these problems, even though the advocates of eco¬ 
nomic incentives promised more than adequate returns for the 
risks incurred. 

The truth of the matter apparently lies in the pragmatics of 
administration. Why strive for large goals, such as those contained 
in humanistic psychology and political theory, when it seems pos¬ 
sible to establish an acceptable balance within the legal frame¬ 
work of collective bargaining? There is an inherent conservatism 
in management that cannot be overcome by the promises of ther¬ 
apeutic intervention, participative cooperation, and corporate cit¬ 
izenship. 

Industrial reformers such as Douglas MacGregor, Abraham 
Maslow, Rensis Likert, and Peter Drucker were dissatisfied with 
the accommodative approach and the pragmatics of management. 
Undoubtedly, they were influenced strongly by the demonstrated 
performance of industrial workers and managements acting in 
conceit during World War II. Their writings reflect the euphoria 
resulting from the enormous production that poured out of Amer¬ 
ican frctories to support the war. It was easy, and probably cor¬ 
rect, to correlate the productivity of that period with the unity of 
purpose that produced such dedication and high morale. 

Taking the successful example of industrial America during 
World War II, these industrial reformers tried to create conditions 
that would ensure high morale and cooperation as a permanent 
aspect of industrialization. The idea of cooperation transcended 
contract and justice narrowly defined. For some theorists, coop¬ 
eration provided the means to tame impulses and to achieve per¬ 
sonal stability and rationality.'^ Drucker ended his chapter “The 
Corporation as a Social Institution” with this challenge: 
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To understand that the modem large corporation is the rep¬ 
resentative institution of our society; that it is above aU an 
institution, that is, a human organization and not just a com¬ 
plex of inanimate machines; that it is based upon a concept 
of order rather than upon gadgets; and that all of us as con¬ 
sumers, as workers, as savers, and as citizens have an equal 
stake in its prosperity, these are the important lessons we 
have to learn. To make it possible for this new social institu¬ 
tion to function efficiently and productively, to realize its 
economic and social potential, and to resolve its economic 
and social problems, is our most urgent task and our most 
challenging opportunity.^^ 

The ideal of cooperation in industrial relations should have 
taken urgent priority following World War 11. As Dmcker cor¬ 
rectly stated, the example of ifdiat high morale could do to pro¬ 
ductivity should have been enough to propel management to 
duplicate the conditions that characterized the wartime industrial 
scene—identification with authority and unity of purpose. The 
work of Elton Mayo and other psychologists provided various 
theories and techniques for implementing a program of coopera¬ 
tion. Finally, managerial spokesmen such as Peter Dmcker offered 
the rationale for cooperation that it creates meaning and conse¬ 
quently citizenship in the workplace. 

One of the most tested occurrences, but least amenable to 
duplication, is the cooperation achieved in companies where 
there are charismatic leaders. There are numerous examples, un¬ 
fortunately, found most jfrequently in small enterprises raAer than 
large corporations, of the power of identification with the charis¬ 
matic leader that results in subordinating personal and group in¬ 
terests. 

Chomerics, a chemical specialty company in Massachusetts, 
is one example. Robert Jasse, founder and chief executive, until 
he sold the business to W. R. Grace Company, was widely known 
for his hard work, creativity, and dedication to the success of his 
business. He attracted many able executives and workers who 
were devoted to him and his ideals. Although he was often harsh 
in his demands for performance, employees from high-level exec¬ 
utives to factory workers accepted the eccentricities of his per¬ 
sonality along with his almost fanatic demand, on himself and 
others, for product excellence and innovation. 
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Apart from the charismatic effects, the vision of business as 
cooperative systems and of instimtions engaged in responsible 
and harmonious relations with their environment became mean¬ 
ingless. It was not a vision that appealed to managers. Instead, the 
appeal of narrow pragmatism, controlled performance, and eco¬ 
nomic contract has guided managers’ actions through most of the 
last forty years. Since business was providing only basic economic 
satisfaction, not psychological fulfillment and the sense of citizen¬ 
ship, these needs had to be satisfied outside the job, at least for 
lower level employees. It is not clear \diere citizenship is ex¬ 
pressed, but the path to fulfillment in the workplace was blocked 
as an outgrowth of modernization. 

Americans have learned to look outside their work for psy¬ 
chological fulfillment. Consumerism is perhaps the most visible 
form. People have learned to spend beyond their income by taking 
advantage of installment buying, credit cards, and bank loans. 
While difficult to document, there is good reason to view con¬ 
sumerism as a nostrum to alleviate psychological depression, the 
mood that is more popularly understood as boredom and fetigue. 
Work may be depressing, but as a means to consumerism, it be¬ 
comes tolerable. 

Work without ego-involvement does not require citizenship 
or participation. The trade-off is clear and only an extension of the 
contractual arrangement. The only requirement in meeting the 
obligations of the contract is to perform in the role assigned with 
minimum competence. 

This trade-off worked for a long time but finally collapsed 
with the decline of America’s competitiveness relative to Japan 
and West Germany. Managers may have become aware that the 
skeletal contract in place today does not use the potential capacity 
of people to make things better and to make technology work. 
The idea of cooperation is to increase people’s involvement with 
the work situation so that they use their know-how to perfect the 
ideas derived from hard technology. 

Paradoxically, this renewed awareness of the importance of 
cooperation comes too late to permit reviving the old ideas from 
psychological humanism and political science. When Chester Bar¬ 
nard presented his theories of cooperation in The Functions of 
the Executive, he assumed that corporations were institutions. 
Barnard described the institutional character of business as coop¬ 
erative systems. The critical element in this description is conti- 



S8 Analysis 


unity. “The conception of organization at which I arrived in 
writing The Functions of the Executive was that of an integrated 
aggregate of actions and interactions having a continuity in 
time.’^ Events have overtaken this definition of institutional char¬ 
acter. Instead, the portfolio concept dominates thinking about 
business. A corporation as a portfolio of assets implies just the 
c^posite of continuity over time. Assets may be acquired and 
divested with an eye on the economics of return. The basic req¬ 
uisites of cooperation are a belief in the permanence of the busi¬ 
ness and a potential for workers to identUfy with it and its aims. 
But this identification would conflict with individual interests 
when the belief in continuity over time is lost. 

The acquisition mania of the 1960s became rationalized as 
conglomerates in which diverse businesses could be assembled 
under one corporate umbrella. But almost by its definition, a con¬ 
glomerate operates in a marketplace where buying and selling 
businesses are dictated by price-eamings and debt-to-equity ra¬ 
tios. The activity of raiders in the 1980s was a response to under¬ 
valued stock prices, a condition that Boone Pickens, one of the 
prominent raiders in the oil industry, ascribed to poor manage¬ 
ment.*® Pickens was probably correct in his explanation of condi¬ 
tions that made raiding profitable, but the effects on cooperative 
enterprise were devastating. The phenomenon of corporate raid¬ 
ing nailed the cof&n shut on business as an institution. 

Large takeovers, such as Allied’s acquisition of Bendix and 
Campeau’s successful bid for Federated Department Stores, in¬ 
volve massive amounts of debt which require sell-offe to reduce 
debt to more acceptable levels. To improve the benefits of econ¬ 
omies of scale, duplicate staJfis are eliminated. Employees in the 
swirl of takeovers and mergers often live in suspense as to who 
will be their new employer, if indeed they continue to be em¬ 
ployed. Whatever identification with the corporation existed soon 
disappears in the face of the dissolution of independent enter¬ 
prises as they are absorbed, divested, and reabsorbed in new forms 
of association. 

In earlier times, for example, when Elton Mayo was writing 
about spontaneous cooperation and Peter Drucker was advocating 
corporate citizenship and statesmanship, the problem was how to 
bring the blue-collar work force into membership. Today, the 
resistance to cooperation has broadened to include white-collar 
workers, staff people, and middle managers, groups that have been 
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banned in the practice of managing businesses as portfolios of 
assets. 

A new elitism has emerged from portfolio management. Top 
management and their stafife have enjoyed an unprecedented pe¬ 
riod of reward in the form of salary, bonus, stock options, retire¬ 
ment benefits, and termination guarantees. Executives who are 
displaced as a result of takeovers walk away with awesome sums 
of money. For many, work is no longer an economic necessity. 
Pride of membership in a major corporation ranks at the bottom 
of the values at stake in employment. As a consequence, the con¬ 
cern for cooperation and corporate statesmanship has diminished. 

In his epilogue to The Concept of the Corporation, written in 
1983 (almost forty years after its original publication), Peter 
Drucker reflected on the negative response to his book from 
Alfred Sloan and other high-level executives in that corporation. 
Drucker stated that Sloan decided to write My Years with General 
Motors because he felt the Drucker book did not tell the General 
Motors story as it should have been told. Evidently, Sloan and his 
associates perceived in Concept an implied criticism of General 
Motors, despite Drucker’s admiration for the company and its 
people. 

With a modest reading between the lines, it is apparent that 
the General Motors executives reacted to an implicit attack on 
the company’s two-tiered structure of cooperation. TTie first tier 
consists of institutional cooperation between General Motors and 
the United Auto Workers. This level of cooperation separates the 
obligations of management and labor and designs a contractual 
relationship that promises feir market value for employment in 
exchange for compliance with management. 

The second tier presents a more subtle aspect of cooperation, 
involving management in general and the upper levels of the ex¬ 
ecutive ranks in particular. Here, the concept of membership and 
identification has taken hold. Institutions do provide narcissistic 
gratification for members. This source of self-esteem is exempli¬ 
fied by membership in a corporation such as General Motors, 
recognized as the giant of industry, the exemplar of modem man¬ 
agement practice, and the dominant force in an industry that has 
impressed itself upon the American psyche. 

That General Motors was the insiders’ corporation where ex¬ 
ecutives were recmited almost exclusively from within the orga¬ 
nization and that it offered fabulous economic rewards for moving 
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Up the ranks amplified the value of membership. Yet, as Dnicker 
pointed out in his 1983 epilogue to Tbe Concept of the Corpora¬ 
tion, something went awry. According to Drucker, part of the 
explanation was the smugness and self-satisfaction of the execu¬ 
tive group. When the press supposedly quoted Charles E. Wilson, 
the former chief executive of General Motors, saying in effect that 
“What’s good for General Motors is good for America,” it captured 
a reflection of institutional narcissism that was embedded in the 
mentality of GM executives. 

Evidently, there is no means to escape the dilemmas of the 
modem corporate life. On the one hand, without an institutional 
character, it is extremely difficult to elicit cooperation, which is a 
necessity of the division of labor in our economic society. On the 
other hand, the presence of an institutional character fosters a 
kind of narcissism that is group derived and institutionally sup¬ 
ported. Executives in institutions are not only in the organization, 
but they are of it. And here lies the heart of the dilemma. People 
who serve the interests of the institution must have clear vision 
and must think beyond the boundaries of accepted ideas to serve 
its purposes over the long run. Yet this institutional narcissism 
may obscure vision and limit thinking to the long-range detriment 
of the business. 

The reason corporate raiders are so successful lies in their 
independence from membership. They do not belong and evi¬ 
dently don’t need to belong. Yet the problem of cooperation re¬ 
mains. 

Unfortunately, despite the threat of competitive disadvantage 
and despite all the talk about introducing quality circles and other 
ritualistic forms of participation, the problem of cooperation and 
the consequences of the deinstitutionalization of business have 
not yet penetrated the consciousness of American managers. To 
penetrate consciousness requires the reeducation of a manage¬ 
ment that turned fear into the technology of control and turned 
strategic thinking into a kind of game. The entry fee for competing 
in this game is a demonstrated shrewdness in the mechanics of 
control and an almost cold-blooded determination to know its 
psychological foundations and master its techniques. 
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Control 


xhe human relations movement failed in its effort to reform 
management practice and bring about spontaneous cooperation 
in business. The reasons for this failure lay in the misinterpretation 
of agenda on the part of both human relations specialists and 
managers. Human relations specialists implemented a program of 
psychological conversion aimed at changing managers from task- 
to people-centeredness and from autocratic to democratic orien¬ 
tation. Managers focused on improved methods of correlating pre¬ 
diction and performance. At first, the two groups’ activities 
traveled in opposite directions. But soon managers discovered 
that they could use some of the psychological techniques to im¬ 
prove management control. Thereafter, human relations as a disci¬ 
pline and practice changed to suit managerial practices. 

The ideas of the late Douglas M. McGregor, a notable figure 
in the hiiman relations movement, are an example. McGregor, a 
professor at MIT’s Sloan School of Management, was a leading 
proponent of humanistic psychology’s mission to convert manage¬ 
ment. The book that brou^t McGregor to management’s atten¬ 
tion, The Human Side of Enterprise, presented, in almost mythic 
form, a struggle between two opposing world views. Theory X 
and Theory Y.' Although called “theories,” the ideas contained in 
them are not scientific explanations derived from a logical se¬ 
quence of evidence and inference. Instead, Theory X and Theory 
Y present two stark pictures of how very different mythical per¬ 
sonality types perceive other people. 
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TTieory X types see a world in which people, usually blue- 
collar workers in factories, are stupid, lazy, and out to cheat their 
bosses. Naturally, if a manager held the Theory X world view, he 
or she would behave toward people as though they actually were 
stupid, lazy, and out to cheat their bosses. Sensing these unfriendly 
assumptions, the objects of this world view indeed behave that 
way and confirm Theory X. 

Theory Y types act from an opposite standpoint, believing 
that people are good, industrious, and more than willing to trust 
others, especially authority figures. In response to this benevolent 
attitude, people behave in a way that confirms Theory Y. They are 
good, industrious, and trusting of their bosses; they cooperate and 
act to promote the interests of the organization. 

The concept on which McGregor’s Theory X and Theory Y 
are based is that life is a self-fulfilling prophecy. Relationships de¬ 
velop from the assumptions people bring to the situation. Because 
authority figures from the start have more influence than their 
subordinates, their assumptions are more controlling. Managers 
get back the result of what they put in. Conflict results from The¬ 
ory X; cooperation is the fimit of Theory Y. The prescription that 
follows is to change the X types into Y types through a conversion 
experience such as “sensitivity training.” 

McGregor s The Human Side of Enterprise presented a pop¬ 
ular short-lived message to managers. The book offered an upbeat 
homily, implicitly religious in tone and content, although couched 
in the language of humanistic psychology. But as with similar 
appeals, the popularity of Theory X and Theory Y faded. Its strong¬ 
est advocates warmed to the message because it helped them deal 
with their guilt feelings, which were more related to their per¬ 
sonal history than the objective circumstances of their profes¬ 
sional life. It seemed to touch a nerve especially in some middle- 
aged managers who felt uneasy about their power. The conversion 
from X to Y relieved their sense of guilt, and the training programs 
offered at least the form of intimacy, if not the enduring content. 

Theory X and Theory Y, however, missed the point. These 
theories were not in harmony with the evolution of the manage¬ 
rial mystique. Most managers are not the simple-minded authori- 
tanans caricatured in Theory X. Neither are they the loving and 
trustmg figures portrayed in Theory Y. The crucial change that 
had occurred with the advent of the managerial mystique was the 
development of a new attitude neither authoritarian nor egalitar- 
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ian, suspicious nor trusting, hostile nor loving. Managers had 
adopted what Richard Sennett, university professor of humanities 
at New York University, called “authority without love.”^ The 
authority is detached, emotionally neutral, and grounded in the 
pragmatics of using people to get things done. It is thoroughly 
professional. 

This new authority expects people, especially managers, to 
guide their behavior by rational calculation of self-interest and to 
have goals that promote the organization’s and the individual’s 
interests simultaneously. This new philosophy of management 
also provides a clear path to achieve goals. Add to this formula the 
crucial elements of measurement and reward to complete a struc¬ 
ture guaranteed to link prediction and performance. This struc¬ 
ture contains the essential elements of managerial control as they 
evolved from the fusion of accounting, statistics, and behavioral 
psychology. Following World War II, managerial control became 
the most powerful force directing organizations because it co¬ 
opted and dominated the human relations movement and acted 
as the new advocate of cooperation. 

Professional management borrowed an important idea from 
scientific management and applied it to gain control over the 
corporate enterprise. In personal power relations one individual 
directs and commands or reasons with and persuades a subordi¬ 
nate to act in a predetermined fashion. In professional managerial 
relations, the control structure is itself the object of direct atten¬ 
tion, detached from any vestiges of a personal relationship be¬ 
tween superior and subordinate. 

All elements of the control structure are clearly intended to 
dominate the consciousness. Although seemingly neutral in emo¬ 
tion and independent of power differences, the control structure 
dictates the framework for communication and the metaphors 
used to communicate. If language affects the way one thinks—and 
there is much evidence to support that hypothesis—then mana¬ 
gerial constraints on language are powerful tools for regulating 
behavior. While denying the legitimacy of personal dependency 
in the relationship of superior and subordinate, the control struc¬ 
ture forces a new kind of dependency. Self-esteem becomes 
closely linked to performance, which is measured in the shortest 
time intervals possible. In effect, everyone has a report card al¬ 
most as compelling as the stock market quotations for corporate 
shareholders. Self-esteem rises and falls in direct correlation with 
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the comparison of actual to expected performance as shown 
in the report cards issued daily, weekly, and monthly, according 
to the level in the organization. 

Strangely, modem managerial control equivocates. According 
to the principles of control, no one issues orders anymore, and 
everyone is free to act in accordance with his or her own evalua¬ 
tion of what needs to be done to further collective and personal 
goals. But this self-determination is illusory, particularly at lower 
levels of the oi^anization, and even at the higher reaches of 
power. The overshadowing presence of the managerial control 
structure, with its formal budgeting process, financial plans, 
monthly reports, quarterly reviews, and capital expenditure plan¬ 
ning and projections, determines how an executive thinks and 
what he or she does. Intentionally or unintentionally, the effect is 
to make authority relations revolve around the management pro¬ 
cess rather than the content of the work. 

In most modem corporations the budgetary cycle begins at 
least six months before the end of the fiscal year. For corporations 
on a ralendar year the summer months mark the flow of papers 
from staff to line profit centers. It is a bottom-up, inclusive pro¬ 
cess. Every unit capable of being measured by profit performance 
conducts meetings to complete performance objectives for the 
next year. As papers are sent up the hierarchy, negotiations ensue 
in which margins of safety become the centers of attention. No 
one wants to project at top performance, yet outrageously ex¬ 
ceeding budget casts suspicion on the integrity of the process. 
The process culminates in the fall, often with marathon meetings 
in which major divisions and groups that represent agglomera¬ 
tions of profit centers present consolidated budgets. During this 
process communication is framed by the stmcture of reports. Any¬ 
thing else on the manager’s mind, such as quality control, impend¬ 
ing changes in the marketplace, and new technologies, lacks a 
context or a language to permit exploration. After this exhausting 
ritual, ceremoniously concluded with presentations to boards of 
directors, managers promise themselves that someday soon they 
will sit dovm, let their hair down, and talk about what is important 
in running their businesses. 

Not atypically, in one laige consumer products company, a 
newly appointed chief executive officer discovered that her sub¬ 
ordinates were meticulous in participating in budgetary and stra¬ 
tegic planning, but were emotionally unconunitted to the process. 
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The driving repetitiveness of the cycle and its stultifying language 
and modes of communication had turned off the top and middle 
managers. Although she recognized the importance of budgets 
and planning, the CEO’s problems were how to get people com¬ 
mitted to the businesses Aey were managing and how to provoke 
discussion of the concrete events masked behind, and badly rep¬ 
resented in, the figures. In her words, “I need the numbers, but 
more importantly, I need executives with a j&re in their bellies to 
accomplish something in their business that will make them and 
their people proud.” 

Control is the core of modem management. It has been seen 
misleadingly as a set of tools, which people may or may not use 
wisely. After all, you cannot blame the hammer if it falls on a finger 
instead of the nail. Managerial control, however, is much more 
than a set of tools. It is itself a world view, which has been inte¬ 
grated into the thinking of a powerful new elite. 

Managerial control is also a form of organization, which allots 
power and carefully defines the uses of power. The decentralized 
organization is subordinate to formal control and would not have 
been feasible without it. Decentralization serves control rather 
than the reverse. Dividing organizations into centers of initiative, 
or profit centers, became a possibility when managers realized 
that they could exercise control through a process in which peo¬ 
ple were left alone, relatively speaking, and still conformed to 
expectations. 

Despite its mundane roots in accounting and statistics, in the 
final analysis managerial control is social engineering. Accounting 
is an old art, a medieval invention that provided mercantile capi¬ 
talists with records of transactions as well as a summary of the 
state of the business. Modem accounting is divided into two parts, 
financial and management. 

Financial accounting provides information on the state of the 
business to outside constituents, including investors, lenders, and 
suppliers, who are making investment decisions of one form or 
another. If bankers are considering lending to a business, they 
have to have assurances that the loan will be repaid. In deciding 
to invest in a business, the community of investors forms a judg¬ 
ment on how the business has fired. Without reliable financial 
information, capital allocation would grind to a halt, particularly 
now that investment decisions are based on numerical analysis 
rather than assessment of the character of the chief executives. 
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Financial accounting provides the universal language for describ¬ 
ing the state of the enterprise, with the accounting profession 
serving as the arbiter of how this language should be used. Even 
government regulatory bodies, such as the Securities and Ex¬ 
change Commission, rely on the accounting profession to provide 
standards to assure accuracy of financial reports. 

Ma^gement accounting is used primarily to help executives 
run their businesses. Where financial accounting intends to de- 
^nbe the state of the enterprise as a whole, management account- 
mg seeks to separate the whole into the smallest units for 
measurement and evaluation. From the standpoint of management 
accounting, the enterprise as a whole is of little interest; if the 
parts are controlled, the whole will be in good shape. 

As H. Thomas Johnson and Robert S. Kaplan point out in their 
history of management accounting, when exchanges were totaUy 
market-oriented, there was Uttle need to make periodic measure- 
menK of revenues, internal costs, and profits.^ For example, it 
would have been senseless to measure profitability, and hence 
cost ^ocations, by periods within a trading expedition from Italy 
to India and back. Wben the expedition retimied to Italy and sold 
its imported produa, the investors could calculate revenues, sub¬ 
tract costs, and recognize profits. The cash was available to restore 
the investment and distribute the profits to the investors. 

Similarly, when factory production relied on contract labor, 
cost accounting was simple indeed. Labor cost represented the 
direct payments to contractors, who in turn paid laborers. Only 
^en production became integrated in the factory, and particu- 
arly when business shifted away from the manufacture of a single 
product for sale in a single market, did it become necessary to 
develop sophisticated cost accounting that allocated fixed costs." 

According to Johnson and Kaplan, the elements of modem 
cost accountmg were in place in the 1920s and progress soon 
ce^ed. Even the shift from manual to automated systems brought 
little or no change in the concept of management accounting. The 
authors argue that while the distinction between financial and 
n^ement accounting is vital, only financial accounting or the 
fiduciaiy aspects of record keeping, dominates the business scene. 
Litde cl^ge occurred in management accounting to keep pace 
with and to recognize the information needs of managers in global 
enterpmes, m multiproduct businesses, and in businesses where 
direct labor is becoming a significantly smaller part of cost and 
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investment. It offers no help to businesses that operate with 
shorter product life cycles and firms that require heavy front- 
loaded investments in research and product development. The 
argument explains the title of their book, Relevance Lost: The Rise 
and Fall of Management Accounting. 

That the outside constituents’ needs have come to dominate 
accounting in recent times is plain. But it is also apparent that 
outside constituents, such as fund managers and security analysts, 
do need the same type of conceptual information as managers to 
arrive at a real appraisal of the health of an enterprise. The invest¬ 
ment community not only wants to assess the current well-being 
of the corporation, it also wants to predict the future, in stability 
of performance, growth from within and from acquisitions, and 
probable payoffs of internal investments in plant, people, and re¬ 
search and development. For these purposes the investment com¬ 
munity needs to understand the chief executive ofi&cer and 
associates in top management. Financial accounting reports are 
not useful in this exercise in prediction. 

To aid investment decisions, outsiders must penetrate finan¬ 
cial statements to determine the effectiveness of the organization. 
The security analyst working for investment bankers, brokerage 
houses, banks, and other financial institutions generates and 
transmits information to the investment community. Inside the 
corporation, information can be power; to outside investors, infor¬ 
mation is wealth. A good security analyst who has a knack for 
accumulating and interpreting information well ahead of compet¬ 
itors will make a large sum of money for clients as well as for him- 
or herself 

When they developed the system of internal controls to sup¬ 
port decentralized management, the executives of Du Pont and 
General Motors did not envision the resulting dependency, if not 
symbiosis, between chief executive officers and the investment 
community, with the security analysts playing a crucial role in it. 
The CEO’s report card is quarterly earnings and, consequently, 
the price of the stock. This narrow time span often limits the chief 
executive officer’s vision of where the company is heading, but 
the report card cannot be ignored. Too many independent inves¬ 
tors, such as Asher Adelman, Ronald Perlman, and Boone Pickens, 
stand ready to make money by acquiring undervalued companies, 
thereby forcing managements to focus on quarterly earnings and 
stock prices. Unfortunately, the result of this dynamic relationship 


98 Analysis 


between the heads of corporatioas and investors has been to 
tighten controls to force the short-term correlation between pre¬ 
diction and reported results. As many writers have observed re¬ 
cently, looking out for the short term runs the grave risk of 
depleting the long-term earning power and value of corporations.* 
For operating purposes a corporation consists of multiple 
responsibility centers. The more clearly these centers are defined 
and used for planning, supervision, and evaluation, the more man¬ 
agers feel confident in tiheir ability to control them. However, 
management accounting in organizations with well-defined re¬ 
sponsibility centers does not assure control. Management ac¬ 
counting can be just as inert for control purposes as financial 
accounting. There may be a clear definition of responsibility cen¬ 
ters and of measurement of performance, but the result can be the 
mere accumulation of information rather than control. 

What transforms management accounting into control? One 
answer is in management’s state of mind. If the heads of corpora¬ 
tions think in reaction to, rather than in anticipation of, events, 
they are not control-minded. The object of control is to meet 
problems in their incipient stages. Furthermore, this attitude must 
permeate all levels of the organization to avoid a situation in 
which the only active center of control is top management. 

Professor Robert N. Anthony, who has been influential in 
formulating and disseminating managerial control, emphasizes the 
differences between control as a system and control as a manage¬ 
ment process. According to Anthony, control as a process is a 
psychological event activated by top management. As an example, 
he cites Ernest R. Breech on the reorganization of the Ford Motor 
Company after World War II. 

In the course of reoiganizing Ford Motor Company, by 
1948 we had set up a modem cost control system and a 
supplemental compensation plan. Having done so, we were 
startled to find that nothing in particular happened. We had 
built, or so we thought, a log fire under the company. But 
we had not, up to that point, applied the torch of internal 
competition. 

In the fall of 1948 we called together several hundred of 
our top management men. We analyzed and compared the 
profit performance of each key operation, and showed how 
performance was reflected in the supplemental compensa- 
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tion fund. It was quite a show, and each man went out of 
that meeting determined to put his own house in order. 

Each man in turn set up a similar meeting of his own super¬ 
visors and the process continued on down the line. These 
meetings were held, and still are, at regul^ intervals. The 
results were almost unbelievable. 

Our direct labor costs were reduced from an off-standard 
of 65 percent in July of 1948 to only 6 percent off-standard 
in 1951, and manufacturing overhead improved 48 percent- 
age points during the same period. We never could have 
achieved that performance without a real incentive program 
and internal competition that reached deep into our man¬ 
agement structure."^ 

Professor Anthony concluded from the Ford case that: 

Action is a sure signal, probably the only effective signal, 
that management is interested in the control system. Basi¬ 
cally, this action involves praise or other reward for good 
performance, criticism of or removal of the causes for poor 
performance, or questions leading to these actions. If, in 
contrast, reports on performance disappear into executive 
offices and are never heard from again, the organi 2 ation has 
reason to assume that management is not paying attention to 
them. And if management does not, why should anyone 
else?^ 

All managers have some understanding of accounting, finan¬ 
cial statements, and the nature of planning, budgeting, and opera¬ 
tions reporting. Managers also have a grasp of descriptive statistics 
and know how to use averages and ratios for comparative analyses 
of operations. But knowing accounting and statistics is not equal 
to practicing control. 

In their history of management accounting, Johnson and Kap¬ 
lan conclude that Du Pont and General Motors brought manage¬ 
rial accounting to its maturity in the 1920s.® However, much of 
the credit for management control’s active posture and ascen¬ 
dancy in the corporate power structure must be given to the Air 
Force’s program to manage its huge logistical and operational 
problems during World War IL^ 

In March 1942 General H. H. (Hap) Arnold of the Army Air 
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Force ordered Colonel Byron E. Gates to establish a management 
control system for the Air Force. Gates, in turn, enlisted Captain 
Charles B. (Tex) Thornton to help him.'® At the time the Air Force 
had no system for tracking, on a timely basis, the status of planes, 
engines, crews, spare parts, and other inventory necessary to keep 
planes in the air. When World War II began, the Air Force, then 
part of the Army, consisted of about 50 airplanes. General Arnold 
called each of these planes by name, to suggest the informality 
and intimacy of logistics and support. 

President Franklin Delano Roosevelt projected a monumental 
expansion for the Air Force. The problem facing Gates, Thornton, 
and Robert Lovett, the assistant secretary of war for the Army Air 
Force, was how to manage this expanded force. The problem was 
of such magnitude and importance that it could only gladden the 
hearts of systems analysts. The Royal Air Force of Great Britain 
had faced a similar problem and had launched an effort to apply 
formal analytic methods to making tactical as well as logistical 
decisions. The U.S. Army Air Force also used scientists for formal 
decision analysis using probability theory, but this body of knowl¬ 
edge, in its rudimentary state of development (Von Neumann and 
Morgenstem did not publish their classic book on game theory 
until 1947"), did not address the organizational and administra¬ 
tive aspects of decisions. Evidently Tex Thornton believed these 
aspects were crucial for effective planning and control and that a 
new approach would have to be taken to solve the problem of 
managing the expanded Army Air Force. 

WTule Lovett, Gates, and Thornton were studying this prob¬ 
lem, a number of people at the Harvard Business School wanted 
to apply their ideas about business administration to the needs of 
national defense. Professor Edmund P. Learned and Associate 
Dean Cecil Fraser traveled to Washington to find out where the 
talents and experience of the business school’s faculty could help 
the Air Force. They were eventually referred to Thornton, who 
had been appointed chief of the newly organized Statistical Con¬ 
trol Unit of Air-Staff. This meeting soon led to the formation of the 
Army Air Force Statistical School at the Harvard Business School. 

The school was established to train, in a short period of time, 
new oflScers who would be the statistical analysts assigned to 
operational units in the field and elsewhere. They were to become 
the equivalent of controllers in business. The job of the statistical 
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officer was to go beyond reporting quantitative information on 
personnel, aircraft, and equipment. The job required “the present¬ 
ing of facts from these reports and from special studies of other 
staff officers in such form as to emphasize the meaning of the data 
and to bring out the significance of the facts.” 

With this definition of the job, it became evident that the 
newly trained officers, although young and inexperienced, would 
wield great power. Their office was the coEecting station for im¬ 
portant information. But the statistical officers added value to this 
information by presenting to line officers, who had to make inter¬ 
related decisions concerning personnel, material, and operations, 
interpretations of what this information meant. In presenting their 
information and interpretations, these statistical officers had to be 
bright, tactful, unassuming, yet progressive. They had to be sensi¬ 
tive to personalities and politics. One officer, for example, pre¬ 
sented a report to General LeMay in which he had concluded that 
it was inefficient and cosdy in both men and machines to use 
fighter planes as escorts for bombers. General LeMay read the 
report and scrawled an expletive broadly across it. Another statis¬ 
tical officer recalled an incident at a depot in England in which he 
told another officer to work late on a project that was under way. 
The next day, the commanding officer of the depot called in the 
statistical officer to remind him that orders came from the CO and 
not the statistical officer. Because this new role required the abil¬ 
ity to work well with people, especially since little formal author¬ 
ity went along with the job, the training program at Harvard 
included cases on human relations. The intention of these case 
discussions was to sensitize the new officers to the subtle relation¬ 
ships between information as power and formal authority and to 
the multiple perceptions of rights and responsibilities in initiating 
action. 

This work in the Air Force attempted to build a management 
point of view into the command structure. The statistical officers, 
who were either catalysts or “point men,” acted as day-to-day 
controllers. It was change without precedent, challenging tradi¬ 
tion and practice in the mfiitary. It would be foolish to attribute 
the success of the Air Force during World War II to the manage¬ 
ment point of view, but its contribution through the work of the 
statistical officers should not be minimized. The benefits the Air 
Force derived and the controllership approach taught at the Statis- 
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tical School and practiced in Washington and in the field had a 
profound efifect on management practice for the generation fol¬ 
lowing the war. 

Tex Thornton saw the implications of his experience in the 
Air Force. He had assembled his own brain trust, and when the 
war ended, he wanted to keep the core of his group intact. To do 
so meant finding a place to apply the knowledge and skill put to 
use in the war effort. Thornton must have scanned business op¬ 
portunities to replicate the situation in which the Air Force had 
found itself at the beginning of the war: a large need with little 
available resources within the organization for meeting it.'^ 

He approached Henry Ford II, who was young and inexperi¬ 
enced but by virtue of family lineage was in charge of the founder¬ 
ing Ford Motor Company. The company had been traumatized by 
the elder Ford’s erratic and paranoid approach to running the 
business. Once the leader in the automobUe business, the com¬ 
pany had slipped badly and was saved from disaster by the onset 
of the war and the need for mass production of armaments. To 
make matters worse, the organization was in shambles, having 
been run by the autocrat Charles Sorenson and the hoodlum Harry 
Bennett Before the grandson of the founder reformed it, the Ford 
Motor Company was as close to a corporate police state as Nazi 
Germany.'^ 

After taking office, the young Henry Ford fired Harry Bennett, 
brought talented people on his board to help him, and later hired 
Ernest Breech from General Motors to be his operating chief. 
Along came Tex Thornton who shrewdly had surmised the plight 
of the Ford Motor Company and its need for the talents he had 
assembled and used in the Air Force. Ford hired Thornton and his 
group, which included Robert McNamara and Arjay Miller, both 
of whom would become presidents of the company, and Edward 
Lundy, who became the power behind the throne. 

Thornton’s group at the Ford Motor Company became 
known as the “whiz kids’’ for their youth and brainpower. The 
whiz kids exercised clout to a degree unusual for young people, 
heralding the end of a tradition of business that correlated power 
ivith age. Their rapid advancement in the company also violated 
he tradition that for emotional as well as intellectual seasoning, a 
person should move through the levels befiare exercising a great 
deal of power. If the whiz kids accomplished little else, they 
helped bring to life the managerial mystique. 
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Equipped with a few analytical tools and the wilUngness to 
use these tools actively rather than passively, bright young men 
and women can wield enormous power. The staff’s source of 
power lies in their proximity to someone with general manage¬ 
ment responsibility. In due course this “borrowed” power ampli¬ 
fies because of the curious objectivity that surrounds the tools of 
control. The very fact that these tools are objective and deperson¬ 
alized, yet vital in the communications of the chain of command, 
gives the one who is expert in their design and use extraordinary 
ability to shape what other people are thinking. 

David Halberstam describes the use of managerial controls in 
the hands of Robert McNamara. 

At Ford it was clear very early that McNamara was not just a 
brilliant man but a formidable one as well. His special ability 
was using numbers to tilt a decision in the direction he 
wanted, which was almost surely the direction his superior 
wanted. McNamara was devastating in intramural arguments, 
so sure of his own facts that he seemed without bias, the 
ultimate rational man wanting only the rational decision. 

The arguments were often with the product men, who usu¬ 
ally wanted to spend money that McNamara wanted to save. 
Anytime he and his disciples wanted to, they could make a 
product man feel inadequate, make him feel he had 
feiled... 

Turning tools that appear passive in design to active in use is 
the essence of managerial control. But this turn from passive to 
active may also threaten the integrity of authority and its intelli¬ 
gent use in organizations. 

Tex Thornton left the Ford Motor Company possibly as a 
result of rivalry with Ernest Breech. General fra Faker, who had 
retired from the Air Force, brought Thornton to Hughes Aircraft, 
which badly needed his talents for managerial control. Thornton 
left soon after to head Litton Industries, an early entry into con¬ 
glomeration. Conglomeration on the scale of a Litton Industries 
or an ITT could scarcely have succeeded if it had not been for the 
invention of managerial control as a methodology. 

When Robert McNamara became secretary of defense in the 
Camelot of President John F. Kennedy, he brought the ideology of 
control To be an active secretary of defense required some lever- 
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age that was foreign to the traditions of the military. It did not 
take long before McNamara had all the generals and admirals and 
their staff talking the language of control. Cost-benefit analysis 
became the watchword as it was popularized in “more bang for 
the buck.” The influence of cost benefit analysis became the cen¬ 
ter of controversy: What is the ultimate cost of instrumental effec¬ 
tiveness if it masks the crucial issues in making policy decisions? 
The continuing debate about U.S. involvement in third world 
countries is part of the larger debate on means and ends in the 
uses of power. 

Managers tend to deny that they rely on power to implement 
the process of control. With this disclaimer they appear much like 
President Lyndon B. Johnson who invoked Isaiah, “Come let us 
reason together ” while using power of position and personality 
to get his way. 

How do people reason together under conditions of inequal¬ 
ity of power? There is nothing inherent in power that prevents 
people with unequal status from listening as well as talking, from 
making themselves available for persuasion as well as attempting 
to persuade. The &ct remains, however, that communication usu¬ 
ally flows in one direction: from the top down. Rather than reason¬ 
ing together, more often than not the superior is trying to channel 
subordinates’ thoughts and perceptions toward a predetermined 
end. Channeling the content of another person’s mental activity is 
part of managerial control Paradoxically, the more successful the 
channeling becomes, the greater the risk that control will break 
dowm, because information becomes limited to what the power 
figure or control mechanisms dictate. Crucial material is, there¬ 
fore, left out. 

Harold Geneen provided an interesting example of how in¬ 
formation can be distorted and even omitted in reaching impor¬ 
tant policy decisions while maintaining all the necessary forms of 
management control. ITT was considering a large capital expen¬ 
diture to build a new plant for its Rayonier division. The proposed 
expansion was to take place in Quebec, Canada, which presum¬ 
ably offered advantages in its proximity to trees and hydroelectric 
power, both crucial resources for manufacturing. After the com¬ 
pany had built the plant, management discovered it had made a 
blunder. Because of the climate in Quebec, trees could not grow 
large enough to reach the diameter needed for eflicient opera- 
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tions. The new plant had to be closed, and ITT took a write-off of 
1320 million. 

Geneen described this “mistake” as an example of “making 
the ‘right’ decision based upon ‘facts’ which are mistaken, mislead¬ 
ing, or overlooked.” Geneen also wrote, 

Rayonier’s plans were checked and rechecked, the risks and 
rewards were carefully analyzed, and we decided to go 
ahead... but that $320,000,000 loss could have been 
averted if someone had actually gone up and looked at those 
trees before we had begun. Instead, we had relied upon 
some very shaky “facts” indeed. We had seen the forest, the 
plant, the profits and not the you-know-what.^^ 

A description of this same event in Robert J. Schoenberg’s 
biography, Geneen, throws additional light on how facts can be 
overlooked and distorted within the most highly organized man¬ 
agement control system.^® Schoenberg provides evidence that 
Geneen pressed this decision on his subordinates who then accu¬ 
mulated the “facts” necessary to support the investment. The man¬ 
agement control system did not encourage, or for that matter 
enable, subordinates to think independently of the boss. 

The same conclusion can be reached in the use of informa¬ 
tion to make decisions concerning the United States’s involvement 
in the Vietnam War. Cost-benefit analysis produced “facts” to 
show we were winning the war until the famous Tet offensive 
proved decisively that we were not. 

The point is that management control systems easily produce 
the illusion of control because top management vests great confi¬ 
dence in them, because they are imposed from the top, because 
they become a lever by which staff people increase their power at 
the expense of line people, and because the control system is 
subject to manipulation by those who feel coerced by their rela¬ 
tionships with authority. 

The process requires reports and documentation to meet the 
standards supposedly issued in the name of the chief executive, 
but which staff people engineer under the umbrella of the CEO’s 
power. To cope with this process, line executives create their 
own priorities. Heading the list is the urgent need to dominate 
their staffs. 
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Management control seems to demand the presence of par¬ 
allel staJGfe, one at the corporate and another at the field level. Both 
staffs try to guarantee that the control structure will channel the 
line executive’s thoughts and actions. The two staiSs are in con¬ 
stant communication. The local staJBF, as the ‘‘early warning de¬ 
vice,” alerts headquarters about problems as soon as they surface, 
whether or not the officers responsible know about it. Staff people 
in the field no longer suffer the conflict of serving two masters at 
the same time—the line executive to whom they report and the 
staff counterpart in headquarters. In practice, the headquarters 
staff dominates. They are the role models of the field staff and have 
more to say about rates of promotion than line executives. The 
path of promotion follows from field staff to headquarters staff and 
then to line executive positions. 

A staff is as powerfiil as it is near real power holders. Staffs 
also gain power through expertise in the instruments of control 
To complicate matters, the relationship between staff and the line 
executives who run profit centers for large corporations produces 
anxiety for line people. 

The control systems in corporations are universal in design, 
language, and use. They exist apart firom the language of products, 
markets, and manufacturing methods. They are so powerful in 
framing problems and perceptions that they can easily take on a 
reality they do not deserve. It is astonishing to observe the reality 
ascribed to these reports and the numbers on them. Control sys¬ 
tems easily assume an awesome quality, and the individual who 
can quote the numbers assumes an awesome presence. It is un¬ 
derstandable that Harold Geneen is perceived with this sense of 
awe, but quite different when a young staff person is perceived in 
the same light. The presence of the young staffer contains marked 
incongruities that generate considerable anxiety in line execu¬ 
tives. 

One of the most formidable methods for resolving inconsis¬ 
tencies in status (and consequently power) is to attempt to gain 
the upper hand in a relationship. Young staffers enter this struggle 
with the advantage of proximity to the center of power and expert 
knowledge in formal controls. Line officers in the field seek to co¬ 
opt the staffers and make them singularly loyal to them rather than 
headquarters. The management control system produces a rift in 
the fundamental structure of authority, the one-to-one relation¬ 
ship between superior and subordinate. By avoiding direct rela- 
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tionships, chief executives substitute impersonal but coercive 
structures for personal ties. For line executives to acquiesce and 
accept a subordinate position in the power relationship is to mak-p 
them ultimately worthless in their jobs. By acquiescing, execu¬ 
tives relinquish responsibility for the generative thinking that 
makes a business strong over the long run. 

But acquiescence is not the only method of dealing with the 
anxieties that result from the control structures and the incon¬ 
gruous relationships that seem to develop around them. And here 
lies the crux of the dilemma of modern managerial control. By 
investing interest and confidence in control structures, chief ex¬ 
ecutives operate by the illusion of control. They are inviting a 
Machiavellian response in which cleverness takes the place of 
loyalty and self-interest dominates mutual obligation and respon¬ 
sibility. 

The cardinal rules in modem management are to be active 
rather than passive and to master rather than acquiesce to events. 
If a manager remains passive in an authority structure, whether in 
relation to an immediate superior or to a surrogate staff executive, 
the manager relinquishes autonomy. And in relinquishing auton¬ 
omy, the manager jeopardizes integrity and career. Those report¬ 
ing to him or her lose respect, and his or her identification with 
accomplishment will change. But in seeking to remain in the ac¬ 
tive position, a line executive must learn to avoid direct competi¬ 
tion with either the boss or the staff who represent the boss. The 
first step in this contest, therefore, is to assure loyalty below to 
make certain that all of the key players are beholden to the line 
executives rather than to headquarters staff or some other agent 
of the headquarters. The temptation in achieving this loyalty is to 
promise large rewards at some future date and to monitor closely 
the communication between subordinates and representatives of 
the central staff and headquarters. 

Another rule in this Machiavellian game is to avoid confron¬ 
tation over different interpretations of policy and management 
practices. Clever line executives know that the best way to avoid 
confirontation is to agree to investigate an initiative or proposal 
from the headquarters or staff. 

In one instance a group president was ordered by headquar¬ 
ters to change the name of his group and its various operating 
divisions to provide a consistent image to the public, to increase 
the visibility of the corporation and ultimately the price of its 
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stock. The group president believed that a uniform name through¬ 
out all the businesses would work against the best interests of the 
group and the company, because of the value of local identifica¬ 
tion in regional markets. Instead of refusing outright to change the 
name, he invited the corporate headquarter’s staff to discuss the 
program and how to implement it. The group president also initi¬ 
ated a survey to accumulate data on the importance of local rec¬ 
ognition with diverse names. In the fece of a series of delay tactics 
and the president’s capacity to endure meeting after meeting on 
the subject, the headquarters group ultimately gave up the re¬ 
quest. But through all this maneuvering the president appeared 
compliant and cooperative with the initiative. The cost of the 
maneuver in time consumed cannot be measured easily, but 
nevertheless it should be taken into account in considering the 
effects of this struggle for autonomy between headquarters and 
field and between line and staff. 

Control systems do not simply provide instruments fiar mea¬ 
suring, describing, and evaluating information. They provide the 
forms for directing the behavior of people. The principle of avoid¬ 
ing passivity and assuming the active role causes a rift in the bond 
between superior and subordinate. Instead of cooperation, there 
is conflict. But the conflict over control will never be played out 
in direct terms. The stakes are too high. Because modem mana¬ 
gerial control has almost become an ideology, it invites indirect 
resistance while masking overt conflict. 'What is illusory about 
control systems is that the manipulation engendered by the game 
of gaimng autonomy through indirectness ultimately undermines 
the loyalty and responsibility that are the bases for effective au¬ 
thority. 


Chapter 7 


Professionalism 


JL eople exist in a kind of double consciousness, where they act 
in a situation while maintaining the ability to observe themselves 
acting. Erving Gof&nan, observer and analyst of social interaction, 
suggested the theater as a convenient metaphor with which to 
analyze this dual awareness of self as actor and audience in social 
situations.^ The purpose of the dual awareness is to regulate con¬ 
duct according to the norms prescribed by the situation. Accord¬ 
ing to Gof&nan, there are two regions of consciousness when 
people interact. In his metaphor the first is the region “on stage,” 
where behavior must follow the script, the norms of the situation. 
The second is the region “off stage,” where the players can relax 
and act spontaneously. 

The metaphor of the theater has special significance in those 
aspects of worklife dominated by professionalism. Nowhere is 
professionalism more pronounced than among managers, and no¬ 
where is performance judged so relentlessly by the standards of 
“appropriateness” than in the corporate scene. No remark will 
bruise the ego of a manager more than the bland comment “You 
behaved in an inappropriate manner.” 

For the corporate professional control is the key word to 
describe the expectations governing behavior. In this context 
control means to regulate action and to be “on stage” at all times, 
so that what the audience, usually made up of other professionals, 
sees is the role more than the performer. To control performance 
means more than dressing appropriately and speaking in the af- 
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fectless tone so characteristic of managers. It means holding one¬ 
self in check and showing no emotions, especially not anger. Max 
Weber, the sociologist who taught us so much about bureaucracy, 
understood the requirements of performance. He understood it 
so weU that he described organizational membership as life in an 
iron cage, life in which individuals are constrained to control their 
emotions.^ The purpose of professionalism, with its premium on 
self-control, is to remove extraneous matters from attention so 
that work and the discourse related to work can proceed without 
wasted energy. Even under the most difficult circumstances, such 
as when a promotion doesn’t materialize, the professional is sup¬ 
posed to behave appropriately. Never show hurt, never grieve in 
public, and never get angry. 

Displaying feelings is a gaffe that causes embarrassment to 
others because their tendency is to respond with emotion. The 
gaffe is a lapse in professionalism which, if continued, shows a 
disregard for the standards by which professionals judge others 
and themselves. Never mind its justification or the spontaneity or 
the human quality presented in this display. It is still a blunder 
and a breaking of the code of professionalism, as the following 
incident from a corporate boardroom indicates. 

On a warm spring evening the directors and senior officers of 
a large corporation assembled for their annual dinner meeting. 
The penthouse suite, with its rich decor and breathtaking view of 
the city, traditionally had been the place for celebrating the con¬ 
clusion of a good year and for reaffirming confidence in the man¬ 
agement. This year, instead of a celebration, the scene turned into 
what was memorialized in the lore of the corporation as “The Last 
Supper.” 

After a round of cocktails and a sumptuous dinner, the chair¬ 
man and chief executive passed cigars and began a morbid recital. 
A corporate raider had seized control of the executive offices and 
the board of directors. The CEO was to relinquish his post to the 
financier and become the president and chief operating officer. 
More than half the board would not be on the upcoming slate of 
directors, and one of the corporation’s senior officers and long¬ 
standing “inside” directors would be required to resign immedi¬ 
ately to make room for the financier. 

The deposed senior officer was well aware of the code of 
professionalism. He managed to keep a tight lid on his feelings, 
ind in a deadened voice he began to ask some technical questions 
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about the changes. The chairman responded in an equally flat tone 
and expected to move on to other matters. But the senior officer 
persisted and began speaking loudly and quickly with obvious 
breaks in his voice. After he had devoted years to the service of 
the corporation and loyalty to the chairman, he now felt he was 
having his head handed to him. The senior officer used an exple¬ 
tive. At this point the chairman reprimanded him, his colleague 
and presumed friend, with the Victorian retort, “We don’t use that 
kind of language here.” 

Work in America is an unsettling experience. The blue-collar 
ranks, the people who operate the factories, have long accepted 
technological change, periodic layoflfe, and other dislocations as a 
way of life. What is new is the extent to which disturbing changes 
have come to affect white-collar workers, middle management, 
and senior executives. Although corporate America never guar¬ 
anteed employment and group membership in exchange for loy¬ 
alty to the company throughout the ranks, as is done in Japan, it 
traditionally did take care of its management and staff. 

A new mentality has infiltrated the elite groups. Instead of 
taking for granted the many perquisites, both economic and social, 
that had been intrinsic to their employment, they are now wary, 
insecure, and angry. The recent rash of mergers, acquisitions, and 
divestments has destroyed corporate identities and, along with 
them, the assurance of rewards and the identifications that used 
to support the egos of the white-collar and managerial ranks. Even 
the routines of life in corporate offices have been overtaken by 
technological change. Executives are expected to show hands-on 
competence in using computers for their own analytic work and 
for communications through electronic mail. Previously, execu¬ 
tives merely dictated to a secretary or used the telephone. While 
these changes improve efficiency, they also produce stress and 
subject people to the numbing effect of having to respond to 
initiatives that occur outside their sphere of influence. 

Because of shifting premises and violated expectations, peo¬ 
ple today are vulnerable to a greater degree to the phenomenon 
psychoanalysts call “narcissistic injury” and other social scientists 
call “felt injustice.” People are angry and are faced with the prob¬ 
lem of coping with a degree and quality of emotion new to them. 
As the executive who was abruptly kicked off the board rediscov¬ 
ered, angry words are taboo in the corporate office. The lawyers’ 
advice “Don’t get mad, get even” might work in the courtroom, 
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but it is hard to imagine in a corporate situation without the use 
of low-down politics. 

The net effect of this emotional state in the offices of Ameri¬ 
ca’s corporations is further erosion of group cohesion and loyalty. 
Typical of this erosion is the case of a young middle-level manager 
’^o found himself in a business that had been acquired by a large 
corporation. He was initially angry at having to go to school to 
learn all the new forms for submitting budgets and operating re¬ 
sults that emanated from the new parent. He was further angered 
by having to explain the business he was in to corporate officers 
who knew frr less about it than he and who also seemed to care 
less. This young manager understood the corporate taboo and 
kept his anger to himseE He said, “If you let go, you can count on 
being bumped from the fast track to the side track, so why hurt 
my reputation by letting them know Fm angry?” Instead, he be¬ 
came less involved in his work, began looking for a new job, and 
started a rigorous physical fitness program training for a marathon. 

A chairman of a large New York Stock Exchange company 
confirmed the caution of the young executive in inhibiting display 
of angry feelings. This chairman said, “If someone gets angry, we 
are not going to promote him. That’s the way of the large corpo¬ 
ration today. In the old days when we were entrepreneurial, it 
was not at all unusual for someone to let go without worrying 
about hurting his career.” 

Although there are no objective measures of the degree of 
anger in organizations today compared with earlier periods, the 
changes under way suggest that the conditions precipitating anger 
are increasing. Yet, from another perspective, these conditions are 
all part of the development called “modernization,” which began 
in the eighteenth century and continues today under the rubric 
of “professionalism.” 

Professionalism describes a particular state of mind that sup¬ 
ports the modem structure of economic activity. It is difficult to 
say which came first, the state of mind or the structure. But which¬ 
ever came first, modernization and professionalism are closely in¬ 
terlocked. The state of mind is an awareness of one’s place in the 
various layers of society and of how one should act and react 
when confronted with opportunities and problems. In the pre¬ 
modem consciousness, which still affects the blue-collar ranks, 
the normal state of mind was passivity, acceptance, and fatalism. 
What is, is, and the individual has little capacity to change events 
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that are under way, let alone cause things to happen. In the con¬ 
sciousness of modem management, the professional state of mind 
is action, where the individual expects to make a difference in 
outcomes. 

Professionalism in management is essentially elitist The elite 
are self-defined individuals known by their achievements. An in¬ 
tegral part of this elitism is the scientific and rationalistic ethos. 
Nature is knowable, predictable, and therefore potentially con¬ 
trollable if the individual can adopt a rational attitude. The rational 
consciousness involves making choices. To choose is to feel inde¬ 
pendent and capable of looking after self-interests in modem eco¬ 
nomic and social life, to weigh alternatives, and to compare costs 
and benefits. To choose rationally, the individual must learn to 
suppress impulse and emotion. Hence the cultivation of dispassion 
and the separation of thinking from feeling. 

The rules of rationality as they apply to more personal 
choices elicit uneasy reactions. Utilitarianism is easy when it 
comes to choices of what car to buy. It is easy to open a Consumer 
Reports and study the costs and benefits of ow ning a Ford as 
compared with a Chrysler. But what about “choosing” a spouse or 
“deciding” on a career? In the personal choices of life the individ¬ 
ual soon discovers that pure rationality leaves something to be 
desired. In fact, calculation in such instances soon appears ludi¬ 
crous. Beyond that fiict, however, there may be an important trath 
to the notion that in the large decisions of life, a solution can 
appear only as a synthesis of an intuitive grasp of the problem and 
the tmst of inner reactions. Despite the need for an intuitivejgrasp 
of a problem, the expectation of rationality has taken hold for all 
aspects of life. Therefore, the critical mle “Do not react emotion¬ 
ally” has become pervasive in the professional’s existence. 

But professionalism goes beyond the mle of individual 
choices. It is expanded increasingly in relatively new stmtjtures. 
Hierarchical organizations became the rational means to achieve 
social and economic control over the environment. For this col¬ 
lective control, the individual is supposed to subordinate individ¬ 
uality, at least to the extent of suppressing impulse and emotion.^ 

The modem organization, Weber’s “iron cage,” constr ains 
individuals to learn their roles and fulfill them without extraneous 
communication or content, without emotion of any kind and 
most especially without display of anger. However, life in the iron 
cage does not necessarily mean that the individual does not ex- 
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perience emotions while engaged in the work of the corporation. 
Certainly a person can avoid trouble by not experiencing emo¬ 
tions, but the important requisite is not to express them. In other 
words, the premium is on suppression of feeling in order to permit 
the organization to function at its highest level of efficiency. 

Weber’s work brought forth a large number of studies that 
showed that organizations are not as completely rational or as 
devoid of emotion as Weber su^ested. Besides being rational, or 
perhaps because of rationality, large organizations train people to 
become incapable of seeing beyond the limits of their prescribed 
roles. Thorstein Veblen called this condition “trained incapac¬ 
ity.’"* Or consider the tendency of bureaucracy to give such 
weight to its own procedures that people lose sight of the goals 
which the procedures are supposed to help attain. The sociologist 
Robert Merton called this tendency the “displacement of goals,” 
where ends and means are thoroughly confused.’ 

These pathologies of organizations arise when thinking is not 
informed by feeling. If feelings were allowed to enter into play, 
people would not be as prone to tunnel vision, valuing how things 
are done as more important than what things are done. 

The gap between Weber’s description and the sociologists’ 
discoveries revealed much more than the simple notion that the 
description of an ideal or theoretical type is bound to miss many 
aspects of reality. The concepts of trained incapacity and displace¬ 
ment of goals reveal more of what Weber’s iron cage is all about. 
The habituated tendency to isolate thinking from feeling finally 
diminishes the capacity to be realistic. If anything would appear 
to overcome this separation of thinking and feeling, it would seem 
to be the combination of professionalism and politics in organiza¬ 
tions. 

Politics in organizations defines self and group interests that 
are^ more important to the people involved than the good of the 
organization as a whole. People in organizations, particularly at 
the higher levels of the hierarchy, will dedicate themselves to 
making certain that they and their group gain power or at least 
maintain parity in the distribution of power. 

At first, it would appear as though the presence of politics in 
organizations finally undermines the principle of cold rationality 
and the suppression of feelings. After all, what could possibly en¬ 
gage people more than their commitment to power and its pres¬ 
ervation for themselves and their cohorts? But playing politics 
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successfiiUy requires the coolest of temperaments and exquisite 
ability to keep feelings out of the game. 

MachiaveUi said it first, and perhaps best, in his treatise. The 
Prince: .. for a man who wishes to profess goodness at all times 
must 611 to ruin among so many who are not good. Whereby it is 
necessary for a prince, who wishes to maintain his position, to 
learn how not to be good, and to use it or not according to 
necessity.”^ Today, society consists of hierarchical organizations 
as a means for doing business. Friend and foe, colleague and antag¬ 
onist, are not marked off by boundaries, but can exist alike within 
the organization. Given the tendency to politicize, the organiza¬ 
tion becomes a site for rivalries, coalitions, and collusive behavior, 
all of -n^ich are central to power. It takes a cool head and a numb 
heart to play that game well and to win. Instead of allowing feel¬ 
ings to inform thinking, the politics of organizations force emo¬ 
tions out of the picture. The rule “survival of the fittest” tends to 
prevail. For those iU-equipped for the coldly rational approach to 
power, survival becomes diflScult indeed. Those who prevail be¬ 
come the role models for successive generations, whose represen- 
6tives become similarly attuned to guarding their feelings. 

The same analysis applies to professionalism in organizations. 
Although it introduces the ideal of doing one’s work well and even 
contributing to better practice, professionalism also estabUshes 
lines of demarcation within organizations. In addition to the hier¬ 
archy of authority, professionalism introduces hierarchies of ex¬ 
pertise, which tend to fragment rather than bond people’s 
relationships. Professionals think of themselves as performing ser¬ 
vices for others who are by definition clients. To be a client is not 
to be an associate or a colleague, least of all a friend. While the 
professional-to-client relationship, with its reserve and distance, 
serves many useful purposes in medicine, psychotherapy, and law, 
it is detrimental to human relations in organizations. The code, 
either implicitly or explicidy, fosters the suppression of feelings 
and, consequently, communication. 

Implicit in the professional attitude is the notion that the 
work atmosphere devoid of emotion provides freedom for the 
individual. Work for a corporation leaves the psyche untouched. 

A person works hard and follows directives, but is well paid and 
left alone in a quest for self-fulfillment. The professional’s life in 
the organization also has its compensations. Even though it sup¬ 
presses emotions and the fantasies that accompany feeling, it does 
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provide the means for attaining the good life as measured by 
standard of living. But the trade-off is obviously without closure. 
There are too many instances of individual and social pathology 
which can be related to the suppression of feelings to let the iron 
cage stand without further examination. Even in Japan, where 
emotions of loyalty and group identification are fostered, there is 
evidence of a lack in the lives of individuals as a consequence of 
professionalism in large organizations. 

A psychiatrist practicing in Japan described what, to him, 
seemed a new syndrome in Japanese mental illness. He reported a 
growing incidence of depression accompanied by a loss of moti¬ 
vation in middle-aged executives, life once rich in purpose and 
attachment had lost all meaning. The patients felt bereft and seem¬ 
ingly without a method for finding their way back to their roles in 
business, family, and society. Perhaps these executives-turned- 
patients could find their cure as the standard of living rises in 
Japan, encouraging them to be consumers rather than savers. This 
alteration in the Japanese culture, however, will take a long time. 
But even when, and if, it occurs, it will provide only a tenuous 
cure, as we are discovering in western societies. The pressures to 
choose, to trade-off, and to calculate increase stress, particularly if 
the route toward self-expression is blocked. 

It appears that the conditions that promote emotional reac¬ 
tions are increasing. Would it not help the quality of life in cor¬ 
porations for people to express what they feel? Would it not also 
be beneficial to mental health, if people allowed their anger to 
show instead of repressing it with damaging consequences for the 
individual and the corporation? 

Anger arises when a person feels injured in a relationship to 
another person or to an organization. The expression of anger is 
not merely a reflection of this personal injury. Giving vent to anger 
—through words, changes in facial expression, body language, and 
symbolic forms—has a purpose, which is to repair the injury and 
forestall its recurrence. If people feel a situation is unjust and their 
expression of anger leads to beneficial changes, the result is to 
ensure their continued participation and enhance their self-worth. 

Anger seldom appears in situations in which people feel in¬ 
different. Caring about a relationship, common purposes, quality 
of work, and personal well-being in association with like-minded 
people leads to anger when people feel they have been injured. 
The injuries range jfrom having status ignored to hearing un- 
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warranted reflections on competence to being fired. In the 
workplace an mjury can occur when someone is passed over for 
promotion, or when a corporation decides to sell a profitable 
division because it no longer fits long-term strategy. If people 
remam placid under such circumstances, they either Le liLg i^ 
fear or suffer from psychological inhibition. Fear that their expres¬ 
sion of anger will lead to further injury will surely restrict people 
m expressing emotion. But it will also cause them to limit their 
personal investment in the job and the organization in order to 
prevent the arousal of anger and other feelings. For talented peo- 
ple the solution of withdrawal is unsatisfactory and will propel 
them to find alternate employment. Those people who have few 
alternatives survive by becoming apathetic and doing the least 
necessary to hold their jobs. * 

Inhibited people face a different problem. They are so fearful 
of their own emotions that they do not experience anger when 
the provocations exist. For example, a young corporate attorney 
once complamed that his career had not progressed as he had 
hoped. As he spoke it was apparent that his wife felt the dissatis- 
fechon and anger, but that for him the complaint was an intellec¬ 
tual exercise. No matter how provoked, he remained bland soft- 
spoken, and seemingly without angry feelings. Yet, he described 
wnhout self-awareness how he wdthheld information from his boss 

t ^ difference in certain decisions. 

AlAough he did not experience anger, he used it passively to 
sabotage his own career, as well as his company in its ability to 
compete. WiA neither the awareness of the harm he was causing 
nor the psychological capacity to take responsibility for repressed 
feelmgs, this individual remained suspended in a life of unfulfilled 
hopes and fading dreams. 

Not all anger is beneficial to communication and group soli¬ 
darity. Some people wUl invent causes for anger if the real world 
does not provide provocations. The actual cause for their peren- 
mal anger is found in their personal history, resulting in an inabU- 
ity to distinguish between indignation and envy. 

Another type of harmful, angry display results from learned 
behavior. A vice president of manufacturing freely let his anger 
out in di^Jlays both humiliating and out of proportion to provo- 
catiom. His subordinates were completely exasperated and pro- 
tested to the chief executive about the abuse they had been 
takmg. This vice president was almost a textbook case of the 
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authoritarian personality, obsequious to those above him and de¬ 
meaning to those below. He was born and raised in a culture in 
which authority figures seemed at liberty to treat their subordi¬ 
nates harshly. He had identified with this type of authority figure 
and became the aggressor when he achieved power. He followed 
the cynic’s golden rule: “Do unto others as you have been done 
unto.” Counseling with him seemed to produce some awareness 
of what caused him to display anger so freely, and he appeared to 
be changing his attitudes and behavior. 

People who are always angry cause a great deal of damage in 
any situation that requires cooperation. As a result, organizations 
impose several restraints on the expression of anger. Anger can 
flow down the power structure, but seldom up, according to the 
norms of corporate organization. But the expression of anger 
downward has to be indirect and symbolic. A manager who has a 
reputation for showing anger directly soon develops a reputation 
for being unpredictable, like a loose cannon on a rolling ship. 

A manager became angry because his group was not meeting 
the schedule he had established for the introduction of a new 
product. Instead of calling the group together, telling them how 
he felt, and listening to their responses, he avoided any direct 
expression of anger. Instead, he had his group stay beyond normal 
working hours on a Friday, spoiling dinner plans and the weekend 
for many of his subordinates. The message was not lost on his 
subordinates who knew he was angry. But the symbolic expression 
left them without a way to communicate what was affecting them 
and the performance of the group. The manager had complied with 
corporate expectations of remaining in control of his emotions. 

With the entry of women into the corporate world, an exper¬ 
iment began which will give us insight into the pliability of codes 
of conduct. Women have been raised to experience and express 
their feelings, while men have been taught to repress and suppress 
their emotions. One of the mechanisms on which repression de¬ 
pends is reaction formation, or turning an emotion into its op¬ 
posite. Many men strive to appear masterful, congenial, and 
unflappable. They are also monotonic in their emotional response, 
undoubtedly fostering the corporate stereotype of the man in the 
gray flannel suit. To the individual who almost never acknowl¬ 
edges to himself that he is angry, reaction formation keeps the lid 
on anger. He smiles too much, appears too solicitous, and wears a 
fece that has not been lived in. 




Professionalism 119 


With women joining the managerial ranks, we should see 
changes either in loosening the codes restricting emotions or in 
women becoming emotionaUy constricted like many of their male 
colleagues. All the evidence is not in, but it appears as though the 
change is in the direction of their adopting the corporate code. A 
woman who achieved the position of vice president in a corpora¬ 
tion learned that it was suicidal to express anger and worst of all 
to cry while trying to suppress her feelings. She learned whom she 
could trust among her male colleagues. One of these colleagues 
cautioned her to sit on her feelings and learn to “button down.” 
He advised her to come to him when she needed to ventilate her 
feelings. She followed his advice and remained grateful to him 
both for helping her to understand the code of the corporate 
world and for supporting her in her need to let down her guard 
from time to time. 

The presence of women in the managerial and staff ranks 
often poses a problem for men in dealing vrith their anger, partic¬ 
ularly when women provoke the anger. Whereas much h^ been 
written about problems that may arise because of sexual feelings, 
anger may be the more important issue in determining whether 
there will be good working relationships between men and 
women in the office. 

A veteran middle manager had every reason to believe that 
he was secure in his job and would continue to enjoy professional 
respect in his immediate office and the wdder organization until 
retirement. Life for this manager changed suddenly from security 
and self-confidence to anxiety and doubt. He had appointed to his 
office a young woman whom he had trained in the technical crafts 
of the job and the methods for getting work done in the organi¬ 
zation. She had been a conscientious student and apparently felt 
grateful for his teaching and support. He had promoted her with 
the approval of his superior until she had reached the position of 
second in command of their department. 

Without consulting him, however, she began to build inde¬ 
pendent relationships with department heads throughout the 
company, leaving the impression that they should directly 
wdth her for the services the department normally performed. Her 
boss lost his visibility, which led to questions about his perfor¬ 
mance and discussion about splitting the department in half, giv¬ 
ing him the part with the lesser power and the remainder to her. 

The department head claimed he was unaware of his assis- 


120 Analysis 


tant’s desire to build a power base independent from his. He did 
not want to know what was going on because he did not want to 
confront her, express his anger, and try to reestablish their work¬ 
ing relationship. He allowed her to overextend and as a result, she 
violated the important norm that cautions people to support 
rather than undermine their bosses. 

It is important to recognize that proportion is the key to 
putting anger to good use. Studies of primate behavior show that 
the head ape instinctively uses the right amount of what is the 
human equivalent of anger to bring a lesser ape into line. The 
purpose is to maintain cohesion, not to destroy it. 

Without necessarily relying on instinct, human groups also 
depend on proportion in the constructive use of anger. The trou¬ 
ble in most cases in the corporate world is that the rule about 
verbal communication of anger is so restrictive that people adopt 
a survivor’s mentality of withdrawing emotional investment from 
the situation. The less an individual cares about a situation and a 
relationship, the easier it is to withhold emotion and communica¬ 
tion, and withholding provides safety. To urge the corporate men¬ 
tality to become more free in emotional expression, especially 
anger, is to heighten risks. But with risk goes the possibility of 
gains, in this case, cohesive organizations with people who are 
committed to the substance of the business. 

One of the consequences of the cultural revolution of the 
1960s was to make people aware that the suppression of anger 
and other emotions in the workplace is not necessarily the natural 
order of things. In earlier generations the expectation that emo¬ 
tions should be separated from thinking and acting in work roles 
was ingrained and habitual. In fact, this separation appeared to be 
an achievement of modernization, the triumph of organizational 
order over individual chaos. 

For example, running throughout Chester Barnard’s classic 
The Functions of the Executive is a vague unease concerning the 
tenuousness of cooperation given the frailty of human character.’ 
For Barnard, individuals are all too ready to lose control, to victim¬ 
ize others, and to become victims themselves of primitive emo¬ 
tions. The latent objective of organizations is to broaden the 
capacity of people to work together by constraining them to sup¬ 
press primitive emotions in the interest of cooperation. Barnard’s 
aim was compliance rather than commitment, because commit¬ 
ment entails the risk that once people begin to care about what 
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they do, they may feel frustrated, angry, and deprived, leading who 
knows where with the outbreak of emotion. 

Barnard did not recognize the secondary and even tertiary 
effects of repression and suppression of feeling. The secondary 
effect is toe dampening of active thinking about what one is doing. 
The tertiary effect is either displacing feelings, which often in toe 
case of anger means victimizing someone who is innocent and 
relatively powerless, or becoming depressed and emotionally ill. 

Barnard’s advice to toe executive seeking cooperation in or¬ 
ganizations was to expand and play on the zone of indifference. As 
we have seen, it is widely understood that people cannot care 
about everything in their lives; they would be overwhelmed by 
their emotions and incapable of acting on anything. People, there¬ 
fore, sort and select. They are willing to let someone else mak-^ 
decisions about activities that fall within their zone of indiffer¬ 
ence. The principle is to get along, go along, and trust that some¬ 
how needs will be met. A sly administrator who is worrying about 
gaining consensus, which is often mistaken for active cooperation, 
will try to get people to expand toe zone of indifference. As this 
zone expands, more decisions are within the discretion of toe 
administrator. 

Without a zone of indifference people may collapse from 
stimulus overload or, short of that, become totally inefficient. Peo¬ 
ple who have no zone of indifference have more mental distur¬ 
bance than heroic involvement in all aspects of life. They suffer 
because they care too much. But most of us go too far toward toe 
other extreme. We care too little when we should care a lot. The 
absence of commitment follows from the twofold concern that, 
first, people’s emotions cannot be trusted to remain within their 
control and, second, that cooperation is so firagile that it is worth 
toe sacrifice of human involvement to secure it. 

An idea still attributed to psychoanalysis is that anger bottled 
up invites mental illness and that releasing toe anger purges toe 
individual of noxious material, in a process called catharsis. Freud 
used the notion of catharsis in the early phases of his work, but he 
soon abandoned it as toe means for curing mental illness because 
he observed that patients did not recover and that it provided at 
best temporary, symptomatic relief. 

While catharsis is an antiquity of toe early days of psycho¬ 
analysis, there is some truth to toe more generalized notion thar 
to bottle up feelings leads to bad consequences. When an individ- 
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ual airs anger, he or she, along with whoever else happens to be 
listening, becomes an audience to the material that is being ven¬ 
tilated. Some people are sufficiently reflective that they leam 
independently, but most of us need to voice our feelings. A sym¬ 
pathetic listener is sometimes helpful, but it is the display of anger, 
even to an antagonist, that is important because the observing ego 
of the individual is also a witness. The observing ego becomes the 
instrument, built into all of us with varying degrees of efficiency, 
for using feelings to grow as human beings. 

A head of a major department in a company expressed her 
anger to the chief executive officer. She was angry because she 
believed another department head was not doing his job. As she 
talked, she became more angry, giving some credence to the 
notion that anger expressed begets more anger. “I would never,” 
she said, “sit in the same room with this man.” Later that day, she 
said to the chief executive officer, “I thought a lot about what I 
said and it was stupid. No matter how much I dislike him, and 
how much he nauseates me, I still should be able to be in the 
same room with him and conduct our business. I feel ashamed 
of myself” 

Catharsis is a limited concept that does not justly convey the 
complicated mental act of expressing anger. The presence of an 
observing ego does not eliminate the need to put the anger people 
feel into words. Responsible individuals express their feelings in 
proportion to the stimulus and in the aim of trying to preserve 
and even enhance human relationships. The function of anger in 
the corporate context is to right wrongs and to improve relation¬ 
ships, thereby helping to turn businesses into hard-hitting and 
efficient organizations. 

If business organizations continue on their present path of 
restricting the expression of anger, our society will have to endure 
two consequences. The first will be reducing cooperation and 
effectiveness of organizations. The second will be constricting in¬ 
dividuals in their ability to grow. The observing ego will be forced 
to withdraw during work. Without the aid of an active observing 
ego, people will stop thinking and feeling, resulting in our collec¬ 
tive impoverishment. 

During the 1960s a rallying cry of the counterculture move¬ 
ment was “to let it all hang out.” Anger found ample expression, 
culminating in street demonstrations in Chicago during the 1968 
Democratic party convention. Even the most conventional cor- 
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porations were not immune to cultural changes that accompanied 
the movement. Dress codes eased and even emotional expression 
became more acceptable. Some corporations, including main- 
stteam establishment types such as Exxon (then Esso), began sen¬ 
sitivity training for management and staff to help them become 
“open” to their own and others’ feelings. It was also the time when 
humanistic psychology, exemplified by Douglas McGregor and 
Abraham Maslow, was popular in management circles. 

On the whole, these cultural currents have had little enduring 
effect on the corporate code. People in corporations are trying to 
be even more controUed as a result of a belief that work as a 
professional activity should be conducted with a minimum of 
emotion. It therefore becomes more important for individuals to 
take responsibility for keeping their observing ego functioning. 
Toward this end, family relationships and firiendships outside of 
work should be cultivated in order to allow people to express and 
listen to their anger as well as the doubts and anxieties that arise 
in competitive corporations. 

There are places where people can work and expect to com¬ 
municate with considerably more freedom than that allowed in 
large corporations. People whose defenses allow greater accep¬ 
tance and access to their anger will fire much better in entrepre¬ 
neurial businesses than in the corporate world. Entrepreneurial 
businesses find it more acceptable for people to express anger 
both up and down the hierarchy. Relationships are more flexible, 
people are more tolerant, and the atmosphere is more volatile, as 
a result of the strong personal investments in these businesses. 

Western civilization places great stock in civility in human 
relationships. At the same time cohesion in organizations and so¬ 
ciety depends on the expression of anger to remedy those situa¬ 
tions that undermine active cooperation. The political arena has 
various chaimels for expressing discontents. The corporate world, 
however, has a long way to go to understand the uses of anger in 
human relationships. It should take heed of the Duke of Albany’s 
words in King Lear. 

The weight of this sad time we must obey 
Speak what we feel. 

Not what we ought to say. 


Cheaters 


Molding Managers 


-ieople interested in a business career face competitive pres¬ 
sures. How can they gain access to the |ob market and make 
themselves visible in it? In earlier times the main access was 
through a personal network of family and friends. A family friend 
would introduce a candidate, the candidate would expect to start 
at the bottom of the ladder, but knowing he was part of a network 
gave him assurance that he would not get lost, but rather would 
be watched and advanced. The personal network placed at a dis¬ 
advantage members of the “out-groups” who found it extremely 
difficult to enter the executive ranks of corporations. For an out¬ 
sider, the favored, and perhaps only, ways to enter management 
were to join entrepreneurial companies or to become an entre¬ 
preneur. The outsider could try to enter business by becoming an 
expert. Capitalizing on expert knowledge allowed an individual to 
overcome some of the disadvantages of operating outside of a 
personal network, but it seldom allowed for entry into manage¬ 
ment ranks. 

Professionalism in management entered a new era in the 
1960s when America fell in love with the MBA degree. In 1965 
some 5,000 students received MBA degrees; in 1986, 67,000 men 
and women were awarded the degree. 

An optimist might cheer this development, believing that 
MBAs are better prepared to serve American business and industry 
than their predecessors who rarely acquired an advanced degree 
in business. A pessimist might argue that the MBA phenomenon is 
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another piece of evidence that American society has shifted values 
from productivity and performance to status and credentials. The 
pessimist might also note that the adoration of the MBA degree 
coincides with America’s industrial decline and with the rise of 
the service sectors in its economy. 

There are some signs that companies that helped make the 
market for MBAs are beginning to question both the public and 
private benefits of this push for the degree as a prerequisite for a 
career in business. In preference to hiring exclusively MBA grad¬ 
uates for management positions, General Electric and ITT now 
lure large numbers of college graduates and give them in-house 
training. These companies may save between J5,000 and $10,000 
in annual starting salaries. More important, they may be suggesting 
that they can do a better job preparing young people for the 
human aspects of a career in business than the typical MBA pro¬ 
gram. 

Economic fiictors fevor an MBA over other advanced degrees, 
but not necessarily over direct entry into business after graduating 
from college. A college graduate might even have an advantage 
over a competitor with the MBA degree. He or she will not have 
to deal with exaggerated expectations and grandiose beUefe that 
form part of the aura of the MBA degree. The collie graduate 
who is well educated will also not have to unlearn the trivia that 
goes along with much of business education, and in particular, the 
professional aura that foolishly teaches people to treat others as 
clients, not as human beings. 

Besides the reevaluation under way in companies, individuals 
are taking a second look at the value received from the investment 
in an MBA degree. MBA programs teach analytical techniques, 
provide fiuniliarity with business functions, provide some experi¬ 
ence making decisions, and, on occasion, offer an opportunity to 
discover interests and talents for business. Armed with what they 
have learned, MBA graduates probably have an advantage in ad¬ 
justing to the business environment. This advantage, however, 
costs time and money. 

By 1986 the cost of the MBA degree in elite institutions had 
approached the $50,000 mark. This figure includes tuition, books, 
and living costs for a single person, but it does not include oppor¬ 
tunity cost in forgoing income while studying. The only sure thing 
that can be said about the degree is that its economic benefits 
exceed the benefits that can be realized from most other advanced 
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degrees. The humanities especially suffer by comparison, and un* 

doubtedly much of the attraction of the MBA degree reflects the 
adverse position of alternative careers in teaching, social services, 
and, more recently, law. 

The idea of business as a profession is generally appealing but 
only loosely appUcable. There are no legal credentials for a busi¬ 
ness career as in law and medicine, nor are there prerequisite 
qualifying procedures for practice. 

The popularity of the MBA degree reflects two deepening 
trends in society. The first is the democratization of the corporate 
world, which increasingly allows outsiders to join the managerial 
ranks. The second, which in part grows out of the first, is the need 
for a market in which employment transactions can take place 
efficiently. A senior in college who elects to go into business has 
a difficult time presenting herself to an employer so that she is 
differentiated from her competitors. Choosing to endure the ex¬ 
pense of getting an MBA degree is one significant way to stand out 
from the crowd. 

Michael Spence, now dean of the faculty of arts and sciences 
at Harvard University and formerly on the faculty of the Harvard 
Business School, seriously considered the problem of information 
flow in the job market. In his doctoral dissertation in economics 
Spence called the market aspects of getting an advanced degree 
“signaling behavior.” At the very least, the decision to get an MBA 
degree is a signal to prospective employers that the individual 
wants to be a manager. While the degree does not carry assurance 
about the individual’s ability to perform, because it does not de¬ 
fine the areas within which the employer can look for expertise, 
it does represent a specific commitment. Given the time and 
money invested in acquiring the degree, there is an expectation 
that the individual is serious about advancing in a business career. 

From the employer’s position, the problem is to gain access 
to a pool of candidates not only to find people, but to reduce the 
risks of making bad choices. It is impractical to hire a person, 
determine his or her level of productivity and performance, and 
thm adjust job title, salary, and perquisites to match the individ¬ 
ual’s economic worth. The employer increases confidence in em¬ 
ployment decisions by relying on various market signals, one of 
which is level of education. On the basis of common knowledge 
and experience, employers develop beliefe about the relationship 
between level of education and productivity. If experience after 
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hiring seems to support these beliefe, they are reinforced; if not, 
they are reevaluated and modified. Although the MBA degree is 
now subject to such a reevaluation, it still appears to be a prereq¬ 
uisite for a high-level job in business. Because it signals the indi¬ 
vidual’s intentions, it not only presents credentials but, as with 
conspicuous consumption, contains a hidden message. In conspic¬ 
uous consumption, the message is wealth and by inference power 
and status; with the MBA the message is ambition and the desire 
for corporate power and prestige.* 

All advanced degrees act as signals in the career market, but 
they vary considerably in the amount and kind of importance they 
have. In medicine, for example, the signaling value of the degree 
is far less important than the intrinsic value of the training and 
evaluation of performance. A person’s reputation in medicine 
grows out of evaluations that result fi'om careful observation and 
supervision, first during medical school and second during the 
intensive period of internship and residency training. What the 
person intends to signal must stand against rigorous evaluations 
made flrom supervision in the clinic. Information about the indi¬ 
vidual is highly reliable because it involves many years of obser¬ 
vation by many seniors. When the time comes for fellowship and 
junior staff appointments, the hard information available about 
candidates’ performance and ability is much more important than 
any latent message about image and ambition. 

When employers begin looking over MBA candidates, the 
most reliable information they have concerns the school attended 
rather than the individual. In the United States about 700 schools 
grant MBA degrees. To distinguish among them, business schools 
are ranked in a three-tier structure by deans, faculty, graduates, 
and other groups. The first tier consists of 15 private, elite schools, 
such as the University of Chicago, Columbia, Dartmouth, Harvard, 
MIT, Stanford, and the Wharton School of the University of Penn¬ 
sylvania. Most have offered the MBA for a long time.^ The second 
tier consists of some 100 regional schools, many of which are part 
of state universities. The third tier consists of more than 400 
schools that serve a local constituency of students and prospective 
employers. 

The desire of employers to gain access to a select pool of 
people places the elite and some regional schools in a strong 
position. They have marked advantages in recruiting able students 
and a strong feculty. They also have the prospects of continuing 
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financial support fi-om a strong and loyal alumni group. These 
advantages ensure the future for these top tier schools, in contrast 
to the position of many of the regional and local schools. 

That many of the second- and third-tier schools exist at all 
attests to the ease of entry into the MBA field of education. When 
the demand for MBAs grew in the 1960s, it was relatively easy to 
mount a program. At least for a time, the business schools enjoyed 
financial surpluses, and universities were able to use these funds 
to support other branches. Law schools also tend to produce bud¬ 
get surpluses because they typically have large student bodies and 
a low faculty-to-student ratio, but it is not easy for a university 
administration to siphon funds firom its law school to other facul¬ 
ties. The American Bar Association closely oversees the use of 
funds, and a university president tempted to use the law school as 
a cash cow soon encounters resistance from the dean of law and 
the law faculty, with the American Bar Association supporting this 
resistance. The funds raised from business schools are not simi¬ 
larly restricted. 

The American Association of Collegiate Schools of Business 
has little clout since there are more business schools offering MBA 
degrees without AACSB accreditation than with it. If graduates 
can be placed, the school has good assurance that it will be able 
to recruit a student body. 

The strongest and perhaps most immediate market fiictor af¬ 
fecting business schools is the need of business to have access to 
a pool of managerial level employees. These companies are certain 
when they arrive at the campuses of the top-tier schools that they 
will be seeing the best and the brightest. They can count on seeing 
prospects who are fully conversant with the technology of mod¬ 
ern business and who have been thoroughly indoctrinated into 
the social aspects of their career. This indoctrination guarantees 
that new employees will have internalized the style of behavior 
that goes along with professional management, will know how to 
fit into a group, and will know how to participate without being 
disruptive. This style has its own signals and language code famil¬ 
iar to all managers with MBA degrees—men wear only blue and 
gray, never brown suits; women wear tailored clothes, especially 
suits, and avoid feminine display; everyone addresses everyone 
else by first name, regardless of age or status; vocabulary and 
expression are bland, not highly charged; people use buzz words, 
such as “to dialogue,” “input,” and “feedback,” and technical 
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terms and jargon, such as “cash flow,” “product and market seg¬ 
mentation,” and “decision tree.” 

Employers can be certain that the indoctrination of the MBA 
will stick. Most business school graduates participated in the MBA 
culture even before they enrolled in a course of study. At least 90 
percent of MBA candidates have had at least two years of work 
experience before entering an MBA program. In the elite schools 
most of that experience involved work with people who have 
MBA degrees, and therefore indoctrination is well under way by 
the time the student steps into the first 

Indoctrination continues in the classroom, in social relations, 
and in the frenzy of job hunting stimulated by company recruiters. 
In the classroom students compete with each other knowing that 
the grades they receive will have a strong influence on their ability 
to interest “fast track” companies in hiring them. Students in dis¬ 
cussion classes fight for “air time” and seek visibility in the eyes of 
their professors. Students are so anxious about this visibility that 
they make it a point to visit their professors in hopes of gaining 
recognition. These students may be so focused on visibility that 
they have little to say about the content of the course, their prob¬ 
lems in dealing with difficult material, or their reactions to busi¬ 
ness and the world in general. They may be intelligent, but have 
somehow lost their grasp of common sense and human relation¬ 
ships under the sway of competitive pressure. 

One of the most firustrating aspects of teaching through par¬ 
ticipative methods, whether it is the case method or some other 
form of instruction that elicits active involvement, is the difficulty 
students have in listening to what others are saying. Aware that 
the professor is interested only in comments related to the flow 
of discussion, students often make embarrassingly studied at¬ 
tempts to be relevant in relation to what other people have said 
during the class discussion. Various forms of posturing are used to 
give the impression that the speaker has been listening attentively 
to what his or her colleagues in class have been saying, as when 
they gaze up at the ceiling as though deep in thought, before 
uttering what often turns out to be a ponderous and vague opin¬ 
ion on what has transpired in the class. 

There is a decided MBA style. The latent aim of a good part 
of the MBA education is to inculcate this style as a way of ampli¬ 
fying the signals the students cast out onto a waiting world. More 
than a few irate executives write to business school professors to 
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record their disappointment in the MBA student as executive ma- 
terial. These executives really are not complaining particularly 
about one school’s MBAs. Unknowingly, they are writing about 
the whole movement that has propelled the MBA degree into 
prominence as a ticket to success in business. 

In one letter a chief executive listed these characteristics of 
MBAs that he thought created problems. 

First, MBA graduates treat everyone alike. Every associate is 
just an “erg” and [they] don’t understand the need to know 
the idiosyncrasies of an individual. Second, they usually 
don’t speak to their employees when coming to work in the 
morning. (“Why should I show interest? I’m here if they 
want me.”) And, then, they have very little interest in any¬ 
one’s career but their own.... [MBA graduates] have a per¬ 
sonality that’s centered on self, feel that they have 
something of a God given eliteness, and... have the over¬ 
blown mindset that they can bring a unique, extra special 
message to the business world. 

Whether or not the MBA gave its graduates anything special 
to bring to business, it became popular among students selecting 
a career because there was a considerable demand for it among 
employers. Investment banking and consulting iSrms, which have 
little need for managers, stimulated the demand even more. The 
stated purpose of the MBA places little emphasis on the qualities 
that these industries want—specialists who are bright, sophisti¬ 
cated, socially adept, capable of working long hours, wdlling to 
accept the toll of excessive travel and long absences from their 
homes, and driven by the ambition to earn large sums of money 
early in their careers. 

We hear stories about the explosion in starting salaries for 
MBA graduates. These stories need to be put into perspective. 
Comparing starting salaries for graduates over a 15- or 20-year 
period and correcting the data for the effects of inflation yields a 
surprising result. With a couple of important exceptions, the real 
salaries remained fairly flat over that period. The exceptions were 
investment banking and consulting, where starting salaries in¬ 
creased in real dollars, reflecting the rise in demand for MBAs in 
these two industries. The starting salary figures do not tell the 
whole story about grim competition between the banks and con- 
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suiting firms for the bright graduates. The figures need to be sup- 
plemented by bonus guarantees, special sign-on premiums, and 
contracts to liquidate the educational debt of the graduates over 
a stipulated period of time as an inducement not only to take the 
job but also to stay on it. Entry salaries can be augmented by as 
much as $10,000 to $20,000 by bonuses alone, reaching $70,000 
or above for the premier graduates of the elite business schools. 

Investment banking and consulting firms are, reputedly, the 
employers with the golden track. But what these industries need 
from the MBAs is not what most of us think of as management 
talents, let alone leadership abilities. Instead, they look for special¬ 
ized cognitive skills along with certain social skills and a particular 
motivation. The cognitive skills are the ability to analyze strategies 
for corporations and the ability to apply the methods of financial 
analysis in considering strategic alternatives. Although these are 
formidable abilities, they should not be confused with running a 
part of a corporation and being judged by results. The human 
aspects of the executive’s job rank among the most important 
challenges, and these responsibilities are precisely what are not 
required in investment banking and consulting. In addition, work¬ 
ing as an investment banker or consultant is a long way from 
taking responsibility for making decisions and dealing with the 
resulting anxieties. 

Investment bankers and consultants bring certain social skills 
to their job. They often work in task groups and with representa¬ 
tives of client organizations. Because these relationships are not 
hierarchical, more often than not, the client holds more power; 
therefore, the ability of the investment banker or consultant to 
satisfy the client depends on his or her ability to persuade. In 
addition, the members of the banking or consulting firm are often 
significantly younger than the people they work with in the client 
organization. To overcome this disparity in age and relationship, 
the specialists rely on the clout of their firm and on a certain 
mystification that goes along with their work. They become adept 
at making presentations and learn to rely on process, hoping 
thereby to engage members of the client organization. In many 
cases, especially in consulting, the process is intended to make 
the engagement a participatory relationship so that the age and 
experience disparities between professional and client fade into 
the background. It is commonplace, particularly in consulting, for 
the professional to view his or her task as facilitating a process 
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rather than as solving problems, making decisions, and leading 
people. Such abilities stand in sharp contrast to the work of profes¬ 
sionals in medicine, law, and architecture and also in contrast to 
what the executive does in leading an organization. 

Even when MBAs take jobs outside of banking or consulting, 
they often avoid direct responsibility for making decisions and the 
well-being of other people. Procter & Gamble invented the job of 
pr^uct manager during the 1920s, and since then it has been 
widely adopted in business, although it is under scrutiny. The job 
cames no formal authority but a great degree of opportunity for 
interacting with people who do. In companies that produce many 
products aimed at distinct segments of the market, the product 
manager in charge of a brand is supposed to “manage the process” 
or Ae development of a marketing program for that brand. The 
product manager coordinates, expedites, and troubleshoots 
among people in functional fields such as market research, adver¬ 
tising, seUing, and manufacturing. But because brand m^agers 
ave no formal authority, they must use their superior intellectual 
talents, communication skills, and the ability to persuade other 
people to get things done. Using their brains and charm, they may 
accomplish much, but it is doubtful that what people learn in 
tliese jobs prepares them for leadership. 

The terms manager and leader were once synonymous. Both 
terms imphed the responsibility for getting things done by direct- 
mg peoples’ efforts. The relationship was vertical, and superior 
and subordinate understood that they were in an unequal power 
relauonship. Ever since the 1960s the vertical relationship has 
been enveloped m a more complicated structure in which fecili- 
tators ai^staff specialists play a more compelling role in the pro- 
ce ure. The emergence of this new role, along with the growth in 
the mvestment banking and consulting industries, has generated 
the growmg market for MBAs. Although the market may shrink 
ove^l, It will continue to provide brisk business for the first tier 
of busmen schools, leaving the regional and local schools to 
scramble for both students and companies to hire them. 

The elite MBA programs make a claim on society: They are 
training Ac future general managers of business. To a remarkable 
egree, these elite schools are polarized in their relation to the 
m^keK they serve. Some elite schools are captives of their mar- 

valne"". kT aUegedly represent superior 

values. Although busmess schools have urulergone studies and 
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self-analyses since the 1950s, business education has yet to con¬ 
front the implications of either the symbiosis with or indifference 
to its primary market. 

That some business schools mirror business is not necessarily 
cause for alarm. It is to be expected that professional schools will 
be closely tied in consciousness and purpose to the communities 
they serve. But the symbiosis between corporate business and 
several elite business schools poses a number of complex prob¬ 
lems that other professions escape. 

A business school professor put the following question to his 
colleagues: “What have been the major contributions of business 
schools to significant innovations in business practice?” The si¬ 
lence was embarrassing. Yes, the theory of capital markets and 
mathematical decision making could be viewed as a contribution 
from the academy, but if the truth were told, these contributions 
came from people who consider themselves economists and 
mathematicians rather than business school professors. 

The nature of the contributions were clearly set forth in a 
Fortune article entitled “In Defense of MBAs.”* The author, Joel 
M. Stem, is managing partner of a consulting firm in New York 
that specializes in corporate finance. He holds an MBA degree 
from the University of Chicago, which is widely regarded for its 
economics and finance faculty. Stern wrote the article as a rebuttal 
to critics of MBAs who claim they are “too ambitious, too impa¬ 
tient, and not worth the high salaries they command.” ^ Stem ar¬ 
gues that the market properly evaluates the best MBAs from the 
best schools. The problems that firms have had with MBAs have 
occurred with graduates from the lesser schools or with mediocre 
students from the best schools. What differentiates the best 
schools from the others? The best schools, according to Stern, rely 
on economic science and statistics to teach capital-markets the¬ 
ory. The lesser schools teach descriptive practice in different 
kinds of business. Without a theoretical foundation, this teaching 
of practice probably conveys as much felse information as it does 
useful information. 

Capital-markets theory aims at providing answers to ques¬ 
tions about how corporations should deploy their assets to yield 
the greatest value in the stock market. By applying theory to quan¬ 
titative data, modem finance provides answers that often fly in the 
free of conventional wisdom on Wall Street. According to Stern, 
conventional wisdom says that company stock prices are a func- 
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tion of eamings-per-share. The decision to increase dividends 
communicates management’s belief about future eamings-per- 
share. The nonconventional view of the economists is that the 
stock market values cash flow. The principle of maximization, 
dierefore, should be applied to after-tax cash flow and not eam¬ 
ings-per-share, which often is an accounting fiction dependent on, 
for example, the way inventories are valued and reported. 

Stem goes on to criticize the case method for peipetuating 
the apprenticeship method of training which, he argues, should 
be supplanted by the scientific approach. What distinguishes the 
scientific fi-om the apprenticeship approach is the use of theory 
derived from applications of the scientific method to the study of 
business. 

This argument seems to have merit. Medicine provides a 
prime example of the way in which science can transform a 
profession. The hope that the revolution that occurred in medi¬ 
cine would eventually be duplicated in business stimulated criti¬ 
cisms of business education in the 1950s. At that time the 
Carnegie and Ford Foundations separately sponsored studies of 
business education in the United States and recommended a pro¬ 
gram for its reform.’ One of the inspirations for these studies was 
die Flexner report of 1910, a report that played an important part 
in bringing about reform of medical education. 

Abraham Hexner, who Uved from 1866 to 1959, was a prom¬ 
inent American educator who devoted his life to comparative 
studies of European and American educational systems in the 
hope of raising the standard of education in America. On behalf of 
the Carnegie Foundation for the Advancement of Teaching he 
studied medical education in the United States and Canada® ^e 
results, published in 1910, presented a disturbing picture of a 
society bent on overproducing badly trained doctors who ignored 
the scientific revolution in medical practice, which was already 
well under way and soon to provide the foundation for the great 
twentieth century. Flexner’s report gave focus and 
visi ity to the scientific revolution in medicine, a revolution that 
continues today in outstanding medical feculties, research labora- 
tories, and teaching hospitals. 

TJe business school studies sponsored by the Carnegie and 
Ford Foundations were influential, but neither produced results 
comparable to the Flexner study of medical education. Although 
the authors of the Ford and Carnegie reports recommended that 
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business education be placed on a more scientific foundation, they 
were careful to point out that the problems of business education 
in the 1950s were different firom those confronting medical edu¬ 
cation in the early twentieth century. American business educa¬ 
tion in the 1950s was “heterogeneous and pioneering,” whereas 
by 1910 there was a firmly established model of scientific medical 
education set by such universities as Johns Hopkins. Although this 
standard was widely breached in practice, it presented an ideal 
toward which other institutions could strive. In business educa¬ 
tion there was no established ideal. Business education, at the time 
these reports appeared, had a model in the case-method approach 
of the Harvard Business School. Although Stem and many educa¬ 
tors disdain the case method essentially for being “nonscientific” 
and not grounded in theory, in its best applications it is analytical, 
oriented to solving problems, intellectually demanding of faculty 
and students alike, and the closest business education comes to 
the clinical method that has worked so well in medicine. It need 
not lack a foundation in theory, provided its practitioners under¬ 
stand the difference between inductive and deductive logic and 
permit the two to work together. 

Another difference between the state of business education 
in the 1950s and medical education in Flexner’s times, according 
to the Ford and Carnegie reports, was the difference in the devel¬ 
opment of science relevant to the two fields. The social sciences 
of the 1950s were in an embryonic stage of development in com¬ 
parison with the well-advanced stage of the natural sciences in 
Flexner’s day. Nevertheless, both reports recommended that 
mathematics, economics, and the other social sciences should be 
made the bases of business education and research at the best 
business schools. Only by providing a rigorous scientific training 
along with a broad liberal education, they said, could business 
schools at the upper level prepare managers who would no longer 
have to rely on methods and procedures that would soon become 
obsolete. Both reports strongly recommended developing doc¬ 
toral programs in which candidates for the highest degree would 
be trained in scientific methods of research to investigate signifi¬ 
cant problems relating to business. 

As the reports quite rightly noted, business exists in a state of 
fiux. Current practice, whether taught through a descriptive or 
case method, is an unreliable guide for managers in the present 
and future. The ideal of establishing a scientific foundation for 
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business education rests on the belief that there are basic propo¬ 
sitions to be discovered that are not bound to a certain culture or 
to particular business institutions and that can be applied to solv¬ 
ing problems. If this ideal should become a reality in business 
education, its proponents believe that students would be critical 
objective, and capable of mentally leaping out of familiar contexts 
into a changing world. 

The scientific promise outlined in the Ford and Carnegie re¬ 
ports is 6r firom being fulfilled. But, even if science were to domi¬ 
nate business education, there is serious question about whether 
or not the mdividual who was a product of this education could 
ead people. Even now, one can discern a major weakness in the 
preparing people for what Douglas McGregor 
called the human side of enterprise” and what others call lead- 
ersnip. 

The job of the executive is to accomplish valuable work 
through the cooperative efiforts of people. But many efforts to 
apply the scientific method to organizations through the behav- 
lor^ sciences have resulted in excluding people as the object of 
study. The majority of academics specializing in organizational 
behavior as a branch of the behavioral sciences focus on form and 
prwe^ and not on people and relationships. This focus fits in well 
with the managerial ideal of establishing structures to get people 
o o the appropriate tasks. It is not surprising, therefore, to find 
that in courses in organizational behavior students do not studv 

“ budgeting, performance 
evaluation, and compensation, that are a part of a process in orga- 
nizatio^. Generally, organizational behaviorists assume the varia- 
We abilities and personalities within an organization average out 
^is assumption is merely a statistical truism, particularly in com- 
p^ing large org^izations, but it leads professors of organizational 
doJs not'exisT^^^"' personality. It is assumed away, therefore it 

When organizational behaviorists attempt to focus on execu- 
rilS because they avoid personal and institu- 

of °7' ^'7 f there were no continuities in the life 

traditions of corporations. The reality is that 
people ^e continuaUy absorbed by their inner world as well as 

decisions is nothing less 
Aan the drama of linking these inner and outer worlds. But be¬ 
cause of their occupational bias, organizational behaviorists stub- 
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bomly refuse to acknowledge that what people do may be closely 
connected with their particular personalities and life stories. 

Many organizational behaviorists share with managers a 
strong antipathy to history. Managers are biased toward the here- 
and-now and are disturbed by the way forces in the past deter¬ 
mine the present, for both the individual and the instimtion. Ig¬ 
noring history in research and especially in teaching reflects the 
current ethos of management, which is never to look back be¬ 
cause the past deflects attention from the present. But perhaps 
more to the point, looking back frequently evokes guilt, particu¬ 
larly when people come to see their own mistakp ^ 

In their urge to appear practical and capable of helping man¬ 
agers solve real problems, many organizational behaviorists have 
become directed by their audience. If managers appear action- 
oriented, the organizational behaviorists will stress action pro¬ 
grams in their teaching. Students come away from such courses 
with a deadly combination of mechanistic and magical t hinking 
The mechanistic side appears in the attitude that an organization 
is a system of parts related to the whole, and the goal is to find the 
malfunctioning part and fix it. This mechanistic approach blinds 
the actor, whether manager or organizational behaviorist, to the 
reality of people. Organizations reflect the characteristics of 
human beings, the most prominent of which is their iimate and 
well-developed defenses. With the aid of these defenses, employ¬ 
ees singly or collectively leam how to look after their interests 
and are less taken in by action programs than their proponents 
realize. 

Magical thinking also dominates the perspectives of organi¬ 
zational behaviorists and the students who follow their ap¬ 
proaches. It is cause for wonder to observe people who follow a 
profession whose substance they abhor. Imagine a doctor who 
hates people with illnesses or a psychiatrist who cannot tolerate 
people with emotional disturbances. These unfortunate profes¬ 
sionals spend many years and a great amount of money pursuing 
the career and denying their abhorrence of the substance of their 
profession. Many organizational behaviorists have the same prob¬ 
lem. They do not find people interesting and they may choose to 
avoid them rather than understand them. What do they do under 
these circumstances? They contrive a universe in which, through 
magical thinking, they are able to shut from view the complicated 
and turbulent world of people with their emotions, needs, and 
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defenses. Being action-oriented, they fall into the manager’s trap 
of believing that if you mount a program, then you have solved 
the problem, even though you don’t know what the problem is. 

Managers are often crafty in their substitution of programs 
for thinking. Some call it adroit and compare it to leaping off the 
horse about to be shot out from under you and then quickly 
mounting a getaway horse. Organizational behaviorists, as captives 
of their market, often lack this craftiness. More often they are 
innocents, seduced by the world of management, who try hard to 
appear relevant and yet are constantly beset with doubts arising 
from the questionable intellectual content of their field. 

Another solution to the problem of fulfilling the promises 
held out to business and management is to avoid being captive to 
the market by remaining steadfast in the belief that science will 
win out and sway the market. Aloof social scientists hold strictly 
to the tenets of science and run the risk of discovering how little 
one really knows about the subject. Academic social scientists 
often make no pretense that what they are studying has practical 
application. They believe that by toiling in the vineyard, they are 
adding to the storehouse of knowledge. They believe also that 
from time to time a genius appears who is able to transform this 
storehouse into a castle. But geniuses appear rarely, and in the 
waiting, pseudo-scientists make themselves heard. Caught up m 
the jargon, they substitute ponderous language for knowledge. ' 

When the authors of the Ford and Carnegie reports stated 
that the behavioral sciences, along with economics and mathe¬ 
matics, would transform business education, they may not have 
given sufficient weight to the crucial variable: talent. The fields 
concerned with the application of the behavioral sciences to busi¬ 
ness have not been successful in attracting gifted students. Yet the 
problems in business that behavioral scientists should be studying 
^e extremely complex both in their theoretical and practical 
dimensions. These problems demand exceptional rather than av¬ 
erage talents. 

Behavioral scientists face strong competition in gaining a 
grasp on problems in business. The competition comes from the 

of managers who apply practical know-how to the solution 
of these problems. Even though these solutions lack a theoretical 
foundation or scientific validation, they often work, if only be¬ 
cause taking some steps to solve problems unfreezes an unsatisfac¬ 
tory situation. Beneficial results occur often when someone in a 
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position of authority takes an interest in the problems other peo¬ 
ple are experiencing. But this phenomenon, known popularly as 
the “Hawthorne effect,” easily gets out of control and leads to 
iaddisffl in management. 

Business Week devoted a cover story to business feds.'^ The 
lead idea was that “Executives latch on to any management idea 
that looks like a quick fix.” Unfortunately, too many organizational 
behaviorists become the generators of the quick fixes and contrib¬ 
ute to the debilitating effects of a succession of fads. To disdain 
feds is to respect practical know-how. Yet, behavioral scientists 
should not try to be the source of practical know-how because 
they do not have the experience or the inclination for it. Behav¬ 
ioral scientists should study the application of practical know-how 
to discover the effects on human motivation and behavior. Their 
contribution depends on their ability to see the underlying forces, 
to uncover the dynamics of behavior, and, as a result, to be in a 
position to improve what they offer as educators. 

Behavioral sciences will soon discover that the problem of 
the dynamics of behavior arises as a result of a feet about people: 
People not only act, but they have awareness. This awareness does 
not include unconscious motives, but it does provide a link to 
motives that enables people to benefit from reflection. Scientific 
knowledge enriches, but does not substitute for, this awareness 
and its reflective possibilities. In their studies of people in organi¬ 
zations, scientists have to take into account subjective experience. 
As a consequence, these studies invariably require observation of 
individuals and their inner world. To think of organizations as 
behaving misses the point that the proper study of h umankin d is 
the human. 

The problem of generating new knowledge about people act¬ 
ing in situations carries over to teaching MBA candidates. After 
World War 11 the Harvard Business School began an experiment 
in MBA education that made students’ subjective experience the 
central consideration in the curriculum. Specifically, students 
were encouraged to learn how to see themselves in the context 
of problems in business organizations. Among the faculty, whether 
in the fields of marketing, finance, and production or in the 
courses most centrally concerned with the human aspects of man¬ 
aging such as human relations, control, and business policy, there 
was surprising consensus: The individual in a position of respon¬ 
sibility can make a difference. The case method of teaching, which 
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came under scrutiny following the publication of the Ford and 
camegie reports, was ideally suited to this consensus. It turned 
the initiative for learning over to the students, made them respon¬ 
sible for everyone’s progress, and, particularly in the business pol¬ 
icy course, provided a brUliant opportunity to fuse form and 
substMce, subject matter and process, and to learn about the 
world while learning about oneself. 

In the case method, in order to analyze the situations pre¬ 
sented, students must first learn to project themselves. They have 
to identify with the person who has the problem to solve, but they 
must also maintain objectivity. In addition, they must apply cer- 
tian analytical tools that will enable them to deal with the facts in 
order to arrive at a solid understanding of the problem. This si- 
mu taneous identification with a key person and objective analysis 
brings urgency and practicality to their work. At best, it allows 
students to move imaginatively beyond the strict confines of their 
^alytical tools. Analysis enriched by imagination leads to a vision 
at can go well beyond the limits of the problem set forth in the 


Because the case method is a powerful and evocative way to 
teach and learn, it is subject to many abuses, for example, reduc- 
mg mteresting problems to common experience and, worse, mak- 
mg a caricature of teaching. One social scientist, who spent some 
me trying to teach a so-called case method course at the Harvard 
Busmess School, compared it to a cocktail party conversation. In 
dus instance he was probably correct. But he may not have real¬ 
ized that the particular course he was teaching and the materials 

he w^ usmg reflected misuse of the method. Such experiences 
give the case method a bad name. 

Abuses of the case method of teaching occur when it is used 
conscio^ness-raising experience” and also when unqualified 
^ople are aUowed to enter the classroom. Not by chance, these 
o abides app^ together and usually in the “soft” subjects in- 
olying human behavior. As a result, courses with well-developed 
malytic techmques dominate the MBA curriculum, leaving open 

ise their reflective ability. 

As wth most professional education, business schools fece 
nany ethical problems in deciding what and how to teach The 
most si^cant ethical problem today is a consequence of giving 
potential managers technical competence without serious r^d 
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for relationships with others. Even where people are considered, 
more often than not, they are regarded as members of constituen¬ 
cies rather than particular human beings. The key idea seems to 
be “managing” these constituencies, which places human relation¬ 
ships narrowly within the scope of technical competence. The 
area of personal responsibility now emphasized in training man¬ 
agers refers to advancing their own careers. Courses in career 
development appear in the curriculum and emphasize maximizing 
one’s own opportunities rather than concern for other people. 
Business schools that establish counseling programs may be unin¬ 
tentionally contributing to self-centeredness. By encouraging stu¬ 
dents to seek professional help for problems ranging from 
imcertainty in career to anxiety, people lose the experience of 
friendship and community as a source of personal growth. 

The trend in MBA education is decidedly toward a technical 
orientation. The primary focus is on subject matter, relegating the 
subjective awareness to a subordinate or nonexistent position. 
Business strategy has overcome business leadership, while con¬ 
cern for self has displaced the urge to make a difference in the 
lives and well-being of other people. The MBA has become a sym¬ 
bol of the twentieth century belief in manipulation as the means 
for running organizations and governing society. We are fabricat¬ 
ing managers not educating leaders. 
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Politics Prevails 


J[hat American business has lost its competitive edge is clear. 
The underlying cause is less clear. Many observers of the business 
scene mistake the symptoms for the cause of the deterioration of 
America's ability to match, let alone best, foreign competition. 
Emphasizing short-term results rather than long-term growth, 
managing corporate assets as though they were a portfolio of in¬ 
vestments, ignoring manufacturing and marketing while emphasiz¬ 
ing financial manipulation, and concentrating on marketing stocks 
instead of products are symptoms, not the root cause. 

Describing the effects of financial manipulations, economists 
Walter Adams and James J. Brock point out that funds spent on 
corporate mergers exceeded funds spent on research and devel¬ 
opment from mid-1982 through 1985. In 1985 the combined 
expenditures for research and development and net nonresiden- 
tial investment were below the value of mergers, which in 1986 
reached the record sum of $190 billion. These economists state 
that the measure of the cost of the merger mania fails to include 
opportunity cost, or the cost of forgoing investments in other 
activities, such as research and development. 

Thus, two decades of managerial energies devoted to playing 
the merger game are, at the same time, two decades during 
which management has been diverted from the criticaUy 
important job of building new plants, bringing out new 
products, investing in new production techmques, and 
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creating jobs. The billions spent on shuffling paper owner¬ 
ship shares are, at the same time, billions not spent on 
productivity-enchancing investments.' 


Other economists argue that responding to undervalued as¬ 
sets is rational and beneficial. When it is cheaper to acquire oil 
reserves than to drill, of course the pull will be toward acquisition. 
Similarly, when a whole corporation is worth less than the sum of 
its parts, the stage is set for raiding and corporate dissolution. 
Nevertheless, more fundamental factors explain why corporate 
management allows a situation to arise such as the Allegis case, 
cited by Adams and Brock. Under its chief executive, Richard 
Ferris, the company made major acquisitions in order to transform 
itself into a full-service travel company. Starting with United Air¬ 
lines and the Westin Hotel chain, Ferris acquired Hertz, Hilton 
International Hotels, and the Pacific routes of Pan American World 
Airways. The corporate name changed from United to Allegis to 
symbolize a new identity, which had been acquired rather than 
built. The financial world began to view Allegis as worth more 
dead than alive, and Ferris found himself embroiled in efforts to 
avoid a takeover. As his financial tactics approached the bizarre, 
his board ultimately fired him. His successor immediately reversed 
course, announcing a planned sale of all nonairline businesses and 
the restoration of the corporate name United Airlines, thus mov- 
ing back to the business where it had deep ejqjerience. 

Managements have a peculiar tendency to imitate. Merging 
could not have become a mania were it not for the outgrowth of 
professionalism, which, combined with ego, leads managers to run 
with the pack. But beneath this compulsion to imitate lies a 
deeper problem, which is the major disaster of the managerial 
mystique. In applying the principles of efficiency, cooperation, 
and control, along with the compulsions of professionalism, man¬ 
agers engross themselves and others in politics. 

A professional manager newly appointed to the chief execu¬ 
tive position of an international corporation immediately set out 
to build an orderly organization structure. He drew and redrew 
charts to achieve on paper an organization that exemplified the 
principles of decentralization. Although his key subordinates 
could not quarrel with his logic, they recognized that the problem 
he chose to fix was far less important than stimulating a corporate- 
wide product development and marketing program, which the 
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company sorely lacked. Considering how clearly the subordinates 
saw the real problem, it was astonishing how reluctant they were 
to tell the new CEO that he was on the wrong track. Perhaps 
jealous that he, and not one of their own, had been named to the 
position and perhaps hesitant to appear negative in the face of 
their new boss’s enthusiasm for organization charts, they watched 
him blunder into a project that needlessly aroused anxiety about 
areas of responsibility and relative power. By his choice of prob¬ 
lem and the methods he used, the CEO heightened political con¬ 
sciousness in the organization and, therefore, hindered the 
company from coniBronting the real issues of the business. 

This CEO had fallen into the trap many managers set for 
themselves of creating political anxieties in their subordinates 
while failing to establish what value they are bringing to the enter¬ 
prise. This situation is not unlike the case of an academic dean 
who sought to change the emphasis of a school without first hav¬ 
ing in hand the money necessary to fuel the program. The profes¬ 
sors reacted as though they were being threatened politically 
because they could interpret the dean’s actions only as the start 
of a venture aimed at “eating off their plates.” It was clear that 
existing programs and power bases would be seriously disturbed 
while the newer programs the dean favored would benefit. Not 
only were the merits of the new program questioned, but also the 
tactics the dean chose to implement it. The faculty became preoc¬ 
cupied with defending their beliefs and the power positions 
through which their ideas were made known and implemented. 

Political behavior is often defensive in motive and aim. Peo¬ 
ple form alliances and trade off their power bases to avoid trouble, 
at least in their perceptions. When the person in charge appears 
to be the enemy, goals are displaced. Instead of dealing with goals, 
people are activated by their fears and fantasies, which often am¬ 
plify conflict beyond its usefulness. 

Political consciousness heightens whenever individuals have 
cause to rethink the elementary questions of membership. It is as 
though opposing voices in the psyche debate three nagging ques¬ 
tions: What are the chances that I can satisfy my needs working in 
this organization? Who are my friends (and my enemies) as I go 
about getting my job done? What are the standards I should meet 
and the ideals I should emulate to establish who I am in this 
organization? These questions lead to different answers at differ¬ 
ent stages of the life cycle, but they should be answered and “put 
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to bed” for significant periods of time to allow the individual to 
get on with work. If they remain open to continual debate as a 
result of heightened political consciousness, energy is displaced 
from where it belongs. 

Executives especially are vulnerable to preoccupation with 
Aese questions; Highly sensitive to power and personal ambitions 
Aey are easily diverted firom the substance of their jobs to poli- 
tical concerns. The diversions are a regular feature of corporate 
life largely because top managements have not learned how to 

diminish politicking and how to provide focus for substantive 

thinking. 


The chief executive officer of a company Aat supplied indus¬ 
trial equipment pondered Ae question of what to do m Ae fece 
of a severe industry depression in Ae early 1980s. His executives 
were restless and felt a lack of direction in Ae fece of dismal 
industry prospects. The CEO hired an outside consultant to begin 
a process of strategic planning. Coupled wiA Ae feet Aat Ae 
effief executive was approachmg retirement, Ae decision to begin 
a formal program in strategic planning aroused political anxiety 
Fmt, It made little sense InitiaUy to bring in outsiders to do a task 
that executives believed they should do Aemselves. Second Ae 
toing was poor. Many executives believed Aat Ae first order of 
busmess during depressed economic conAtions was to cut costs 
md restore profitability at much lower levels of production, as Ae 
Chrysler Corporation had done in reducing its break-even point 
A about a milhon cars a year firom a level more than twice as high 
Third, Aey viewed Ae entire effort as Aeater, Ae appearance of 
domg important work. In feet, Ae real drama had to do wiA 
management succession and Ae mystery of who from wiAin Ae 
comply were Ae contenders for Ae CEO post and how Aey 
were faring m Ae competition. The succession problem should 
have been addressed directly, but Ae CEO was reluctant to give 
a younger person, especiaUy with Ae implication 
hat m Ae fece of a critical situation, it was time to transfer power 
For or^zations to work best, Aey require commitment 
om individuals. Yet pohtical consciousness brings foith Ae abil¬ 
ity to calculate and, consequently, diminishes commitment. Fur- 

^ different levels of Ae organization 
and ultimately destroys the mtegrity of auAority. 

It « worth pondering Ae problem of power and politics in 
hierarchies, or, as Leo Tolstoy put Ae issue in his epilogue to War 
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and Peace, the bonding, if any, that holds together the few who 
plan and the many who implement. ^ The usual bond between the 
few and the many is the expectation that people with power will 
express the aims and desires of followers. Yet often the few who 
plan intend to inflict pain on the many who implement, leading 
one to wonder at the persistence of hierarchy. Evidently, people 
can be fooled into following directives not in their best interests 
for a considerable period of time, but over the long run they bring 
an end to oppression by refusing to do what their leaders direct 
them to do. The Vietnam War is an example of what happens 
when the actors in the lower levels of the power structure simply 
withdraw their compliance. Junior officers viewed the war as a 
career opportunity, rank and file soldiers sought to survive, and 
civilians balked at serving' 

The presence of hierarchy is a universal fact. The explanation 
for its existence is that hierarchy is the best available means for 
organizing power so that it can be used to further the interests of 
people. But this utilitarian truth is evidently difficult to accept. 
Utopians who seem to ignore human nature are constantly devis¬ 
ing means to overcome the imbalance of power between the few 
and the many. Despite experiments with the equalization of 
power, the fact of hierarchy persists, demanding a deeper under¬ 
standing of its functions than we now have. 

Ranging from the animal kingdom to human groups, relation¬ 
ships form into a hierarchy. In primate groups the hierarchy con¬ 
sists of a dominant male followed by a cadre of females with whom 
the male copulates, followed by weaker male animals. The weaker 
males gain the protection of the dominant male and, in return, 
abide by rules of the status arrangement as expressed in the distri¬ 
bution of rewards. As the dominant male gets older and weakens, 
his place is eventually taken by another male who assumes both 
the benefits and the costs of power in the group. 

In recent times primatologists and ethologists have adopted 
the explanatory models of economics and game theory to account 
for their observations of the hierarchical arrangement of power.^ 
Cost-benefit analysis may at first glance seem absurd in application 
to animal studies, since there is no basis for a calculating mind in 
animals. This utilitarian model, however, provides the best fit be¬ 
tween fact and theory. The theory does indeed work, leading to 
the inference that there is probably an innate characteristic of 
animals that leads to an economy of power among primates. The 
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dominant animal, for example, will not use more force than is 
necessary to maintain the power structure. When challenged by a 

subordinate, threats are usually all that is necessary to push the 
subordinate back. One can conceive that it is in the best interests 
of subordinates to wait and accept lesser rewards than to chal¬ 
lenge for dominance. The point is that the hierarchical arrange¬ 
ment has the support of the group since threats to the hierarchy 
create instability that is generally unacceptable. There are cases 
reported where animals will cheat and thereby threaten the dom¬ 
inance hierarchy, but only under circumstances where they are 
probably not going to be discovered. Dominant animals are con¬ 
stantly alert to the possibility of cheating and are careful to block 
its appearance. 

In human groups hierarchy in the distribution of power is a 
general tendency that has been verified in many observations and 
expe^ents.-* In study after study of group formations in work 
and “natural” groups, leaders and followers align themselves into 
a remarkably predictable relationship with few at the top and 
many at the bottom of the power pyramid. The pyramid can be 
manifested in various ways. In experimental groups the pyramid 
appears in the amount of talking that power figures do and in the 
direction in which responses flow. Leaders in such groups falfc- 
more than followers, and when followers talk, they generaUy ad¬ 
dress people above them in the hierarchy. And, it is not simply in 
overt behavior that a ranking system appears in human groups. 
The arrangement of power affects the way people think and feel, 
which in turn affects the way they act. Low-ranking members tend 
to establish coalitions with people who are of higher rank, but 
who are not too distant from them in the hierarchy. 

In work groups typically found in factories, the hierarchical 
arrangement defines the informal group structures that seem to 
appear spontaneously quite apart fi:om the intentional designs of 
technology and formal organization. There are leaders and follow¬ 
ers in the informal organization and interaction tends to occur 
among people who are fairly close in rank. Low-ranking members 
often desire to improve their standing in the group, but they 
display remarkable patience, taking care not to jeopardize what¬ 
ever position they hold by aggressively vying for status. What is 
worse, perhaps, than being a low-ranking group member is to be 
an isolate who has been excluded from the group.’ 

Hierarchy serves various purposes. If a structure is efficient. 
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it will give power to the members most capable of directing the 
group to achieve its goals. The members of the group who come 
closest to representing the characteristics and values most ad¬ 
mired by others will find their status elevated. If these character¬ 
istics correspond to ability, then the power structure will be 
clearly defined and less susceptible to rivalry and contention. 

Hierarchies stabilize as the rewards distributed to members 
of a group or organization correlate well with rank in the group. 
Power figures usually try to establish an equitable arrangement for 
the distribution of rewards. Nothing will undermine the stability 
of a power structure more than a sense of injustice members feel 
in the distribution of both tangible and intangible rewards. Mem¬ 
bers of a group who receive more pay and esteem than their rank 
deserves will elicit resentment and instability. What people get 
out of a group will need to balance with what they put into it. 

When hierarchy is absent, social relations are subject to the 
pains of anxiety. The basic motivation then is to eliminate the 
apparent cause of the pain. In so-called leaderless groups, which 
have been used as training devices in group psychotherapy and 
group dynamics, behavior becomes immobilized upon the first 
appearance of anxiety.^ Carried to the extreme, anxiety produced 
by a power vacuum can easily lead to reactions that resemble the 
psychological effects of sensory deprivation and isolation. If 
groups are unsuccessful in alleviating status anxiety, ever more 
regressive defenses will appear, including hostile projections of 
malevolence onto various group members. In other words, the 
state of power relations in a group affects significantly how people 
think and feel. Motivations are strong to create a hierarchy of 
power as a means of avoiding the sense of chaos characteristic of 
a disorganized crowd. 

Hierarchies work when organizations prosper and people 
have confidence that the few have the best interests of the many 
in mind. When organizations no longer meet these two condi¬ 
tions, people reopen the three questions about satisfaction, be¬ 
longing, and identity. The heightening of political consciousness, 
along with defensive behavior, follows. 

The chief executive of a large conglomerate developed a rep¬ 
utation among his executives and middle managers as a man ob¬ 
sessed with the short-term movement of his company’s common 
stock. It was well known throughout the organization that he had 
borrowed heavily to buy shares. He also had a reputation for 
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passing on the responsibility for corporate mistakes, while he co- 

vertly supported and in some cases forced division heads to 
risks to support quarterly earnings. Because he held a tight grip 
M the corporation and controlled the board, there appeared to 
be httle anyone could do to change his behavior. But the operat¬ 
ing heads of the various businesses in this conglomerate lost re- 
spea for him, and while outwardly compliant, they became 
cntical among themselves. They stopped communicating with 
him and turned their attention to survival. For example, they took 
steps to ensure the loyalty to them of their ovm people. They 
insulated their operating businesses from corporate staff and 

steadfastly refused to voice formally any objections to the policies 
of their boss. 

Situations need not deteriorate so completely for politics to 
undermine the integrity and effectiveness of hierarchy. Even the 
slight suggestion that power figures are operating with a personal 
agenda that excludes the interests of others will produce counter¬ 
moves to protect well-defined individual and group interests. 
The^ countermoves employ the methods of calculation, which 
go right to the heart of the managerial mystique. 

What do people do when they become wary of their bosses? 
iney apply three principles of power economics to protea them¬ 
selves: First, reverse the normal dependencies in hierarchies; sec¬ 
ond, enhance power bases by forming alliances; third, manipulate 
to advantage the relationship between personal investments and 
organizational rewards. 


Hierarchy means inequality. Its justification is that it is the 
best ^y to get things done and to provide maximum returns for 
hierarchy involves mutual obligations as weU 
as ^erences in power and reward. Power holders are expected 
to iwk after the interests of people with lesser power. But in 
modem times the legitimacy of any dependency relationship in 
orgamzations has come into question. Employees have limited job 
painty They win maximum security by reversing the depen- 
^n<^, that IS, by making the boss need them more than they need 
the bo«. This principle has dominated labor relations in the 
Umted States since the inception of collective bargaining 

The notorious Jimmy Hofifa, the late president of the team- 
stem umon, was without peer in his ability to gain power by 
^ng humelf mdispensable. When still an adolescent, he led his 
fellow loaders on a strike at the Kroger grocery warehouse just 
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when fresh strawberries had arrived and would rot if left on the 
trucks or the loading platform. He followed the principle of re¬ 
versing dependencies during his rise in the union movement and 
employed it as well in constructing contractual agreements in the 
trucking industry. Under the tutelage of older union leaders, he 
refined the principle of dependency reversal to the point where, 
as president of the teamsters, he defined the vulnerable points in 
his industry and pressed them until employers needed him to 
maintain stability. The structure of the trucking industry made his 
tactics work, but without his sense of what happens when hier¬ 
archy has failed, it is doubtful that the union’s total dominance of 
the industry would have been possible. 

Collective bargaining provides an undisguised case of the 
strategy and tactics of dependency reversal. But within the many 
forms of authority that exist in an organization, subtler actions 
with similar aims unfold. These actions range from the minor 
deceptions of managing a boss to the major rivalries in decentral¬ 
ized organizations. 

The decentralized organization fosters the development of 
dependency reversal unless strong psychological bonds link peo¬ 
ple together in common cause at all levels of the hierarchy. The 
decentralized organization is especially pertinent, since after 
Alfred Sloan put it in place at General Motors, it became the ideal 
form of organization in the management lexicon. Indeed, manage¬ 
ment consulting firms thrived on prescribing decentralization, al¬ 
though recently strategic planning has probably replaced it. 

A decentralized organization establishes independent profit 
centers, each under the direction of a general manager. Depend¬ 
ing on the size of the business, profit centers can be aggregated 
into divisions, and divisions into groups, with each layer of gene¬ 
ral management reporting to the next highest in the hierarchy. 
Following this definition, no organization is completely decen¬ 
tralized. Several autonomous units might share research and de¬ 
velopment, marketing, financial, legal, data processing, personnel, 
and other staff activities. But the aim of decentralization is to 
ensure that an accountable general manager has under his or her 
control the resources necessary to get the job done. Otherwise, if 
resources were outside his or her control, the general manager 
could excuse failure to meet projections. 

No matter how high or low in the hierarchy, general man¬ 
agers frequently become obsessed with the need to turn the ta- 
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bles. Instead of the manager’s being dependent on her boss, she 
wants her boss to become dependent on her. The simplest and 
probably most useful method is to become reliable. By following 
me golden rule of management (Say what you are going to do and 
do It), an executive increases her value to the organization. Her 
ar^ning power rises, enabling her to dodge the dangerous de- 
^ndency feelings, which are self-limiting and in violation of the 
Ideals of managerial professionalism. 


Beyond cultivating a reputation for reliability, an executive 
can en^ge m a number of tactics to ensure that his boss becomes 
d^endent on him. For example, while known for his reUability 
the executive may try to hide his method of performance The 
more the executive keeps his boss’s eye on the prediction, the 
less he has to reveal about the process. 

One chief executive officer in a decentralized corporation 
was keenly aware of the contest underway to make the depen¬ 
dency feelings flow down rather than up the hierarchy. As in 
many corporations that are both diversified and decentralized, the 
corporate staff played a key role in this contest. The corporate 
financial officer and staff tried to establish direct Unes of commu- 
mcation to counterpart staffe at the divisional and group levels. 
The corporate staff played much the same role that the president’s 
staff pla^ in the White House: protect the boss and maintain his 
power The heads of the operating units were on the whole suc- 
c^ful 111 preventing corporate staff intrusion. Out of finstration, 
the chief executive officer announced the appointment of one 
senior corporate staff person to work closely with each divisional 
president Perhaps to disguise the intent, the CEO announced the 
plan as the buddy system.” But the operating presidents were not 
amused and the plan met the same fate as other devices intended 
o infiltrate the so-called autonomous divisions. The CEO reluc¬ 
tantly scrapped the buddy system when it became evident that no 
one planned to treat it as a serious initiative. 


Another tactic in this battle of dependency is to inculcate the 
habit of trading-off where it will do the most good. Loyalty is a 
sratiment that, unfortunately, has gone out of fashion, but trading- 
off is very much in vogue in the practices of corporate managers, 
riting in Fortune, Roy Rowan posed the question “What 
5 loyalty?”- Rowan talked to people in the corporate 
world and discovered that the answer was “It doesn’t pay.” It has 
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fast disappeared in the executive ranks, because to be loyal is to 
relinquish one’s hold on calculation as the way to make it to and 
stay at the top rungs of the corporate ladder. To be loyal requires 
that an individual invest emotionally in an organization and the 
people who best represent its ideals. Managers avoid making, and 
asking for, emotional investments. They would rather establish 
their relationships on the basis of calculation and exchange. If a 
manager can show immediate subordinates how their interests are 
served best by casting their lot with him in organizational politics, 
then it becomes easier to maintain his and his followers indepen¬ 
dence. 

For the many in the hierarchy, the sentiment of loyalty pre¬ 
supposes a commitment on the part of the few to accept obliga¬ 
tions inherent in dependency. For the few, these obligations 
violate managerial calculus, because it soon becomes apparent 
that ordinary dependencies turn into entitlements; the fixed ex¬ 
pectations entail both emotional and monetary costs, without nec¬ 
essarily providing commensurate returns in the short run. 

A chief operating officer of a company expects someday to 
succeed the chief executive. However, the chances of linear 
succession in modern corporations are becoming slimmer as or 
ganizations become more professional. For example, the CEO of 
Rubbermaid, Inc., told Robert E. Fowler, Jr., the chief operating 
officer, that despite his being second in command, he would not 
be named successor upon the CEO’s retirement. When asked 
about his reaction, Fowler said, “Fm disappointed. I feel that I 
certainly have the abilities to be the CEO of Rubbermaid, but 
that’s not my call.... I came to Rubbermaid with the objective of 
becoming chairman when Mr. Gault retired. ® Among the notable 
features of this example is the absence of expressed bitterness. 

To express bitterness reveals the existence of dependency 
and expectation. There is little room for either emotion in corpo¬ 
rations and, in conjunction, there is little room for loyalty. Once 
having accepted the ideals of calculation in choosing a career m 
management, people soon realize that investing needs and expec¬ 
tations in an organization can reduce the chances of satisfaction. 
The individual who is intent on maximizing returns must adopt 
the attitudes of a temporary worker. While here today, he could 
be gone tomorrow; in either staying or leaving, the aim is to keep 
the initiative in his own hands. The gains available in changing 
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jobs exceed the prospect of gradual advancement usually available 
in staying with one company. The more loyal an individual, the 
less she will be able to maximize her returns. 

Executives reach the top rungs of the power ladder in mana- 
gerial-oriented businesses by good calculation and expert negoti¬ 
ation,, especially on their own behalf. Once they reach the top, 
what they can expect from their subordinates is what they are 
able to negotiate. There is little right to expect loyalty. Managers 
who try to elicit loyalty and support will be seen as hypocrites or 
seducers luring people into relationships which offer them no 
advantage. Shrewd negotiations while climbing the ladder of 
power sooner or later produce a gross contradiction between 
what professional managers espouse and what they exemplify. The 
lesson learned in corporate politics is that loyalty is for suckers or 
for the unfortunate many who have not yet learned to look after 
themselves. 

To command loyalty requires the acceptance of dependency 
as a legitimate aspect of human relations. People at the top feel no 
guilt concerning their power if they recognize that along with 
power goes responsibility for the well-being of subordinates. Like 
other emotions that create cohesion and morale, loyalty is gener¬ 
ated by example. The willingness of people at the top to take 
responsibility for others engenders attachments to them and to 
the organizations they lead. The danger, of course, is that the 
acceptance of dependencies can burden the corporation with the 
sense of the many that they are entitled to compensation and 
security simply by virtue of their membership. But to reject de¬ 
pendencies means that organizations rely exclusively on utilitar¬ 
ian principles. Work then becomes an endless routine of 
bargaining, ultimately draining the vitality from human enterprise. 

In the tactics for reversing dependency, the players are all 
sophisticated. They understand the tactics and, moreover, they 
recognize that one does not acknowledge this understanding to 
others, especially about the ultimate tactic, which is to terminiate 
the relationship. 

Realizing that termination is a possible option reduces depen¬ 
dencies, but it also reduces commitments. For those wiio cannot 
exercise this option, dependency become real, and possibly 
frightening, particularly where calculation is the accepted way of 
doing business. Therefore, the managerial orientation produces its 
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own paradoxes in creating an atmosphere that heightens political 
sensitivity. By fostering utilitarianism, organizations become two- 
class societies. The upper class consists of the people who are 
expert, or on their way to expertise, in the arts of calculation. The 
lower class consists of the dependents, the people who either do 
not understand the tactics of calculation or who emotionally can¬ 
not participate. The experts are the least committed people, who 
operate out of a packed suitcase, ready to leave the organization 
when circumstances and opportunities dictate. The product of 
this paradox is that an organization over time tends to lose the 
people who should be the most capable in handling power, but 
who cannot see the moral justification of hierarchy. 

What do people do who seek to create advantage? In the 
lower classes of the hierarchy, what do people do who seek to 
overcome their inherent weaknesses in the power structure? They 
follow the pattern established firom time immemorial—they form 
alliances; The combination of power in an alliance may success¬ 
fully reverse dependency, when operating alone maintains a rela¬ 
tively weak position. Therefore, alliance politics is the second 
principle of power economics that comes into play when organi¬ 
zations politicize. 

Chief executives in the modem decentralized corporation 
form alliances mainly with their staff. This alliance with people 
who have had limited or no operating experience draws the linp 
of contention in corporate politics. This line pits the CEO and the 
CEO’s staff against divisional and group executives who have bot¬ 
tom line responsibility. In defense of their interests, line operating 
executives try to build strong alliances to prevent infiltration and 
domination from corporate headquarters. The line executives sup¬ 
port one another, share information on the foibles of the CEO and 
staff, and develop common approaches to dealing with budget 
battles. Since the balance of power depends on meeting expecta¬ 
tions, the people who run profit centers prefer conservative fore¬ 
casting rather than aggressive targets. Often, their incentive 
compensation is calculated to meet and exceed forecasts. The 
more conservative the forecast, the better the chances of hand¬ 
some bonuses. These heads of profit centers not only are lookinr 
out for their own interests; they also realize that their subon 
nates will become resistant if they are forced to work agait 
aggressive budgets, thus risking incentive compensation. Inste 
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of encouraging bonds between CEOs and operating heads of busi¬ 
nesses, the politics of the large, decentralized organizations create 

rifts. 

It is strange to observe this weakening of the authority struc¬ 
ture when protective alliances with staff people define the infor¬ 
mal power structure in corporations. The problem is especially 
pronounced in multidivisional corporations that are highly diver¬ 
sified in products and markets. The homogeneous companies are 
less prone to the divisiveness of alliance politics because common 
interests, backgrounds, and concerns bring executives, line or 
staff, into closer working relationships. 

In Wal-Mart Stores, Inc., the highly successful mass retail 
chain, the unity of purpose and commonality of understanding 
begins at the top. Sam Walton, who founded and runs Wal-Mart, is 
a retailer. He joins his associates in visiting stores and related retail 
operations in markets other than his own. He sets an example of 
attending to substance rather than to politics and process. In cor¬ 
porations that engage in unrelated businesses, operating execu¬ 
tives complain of the frustration that results from talking to 
someone who has authority, but knows little and may care even 
less about the business. 

Perhaps the most pernicious effect of corporate politics ap¬ 
pears when people engage in mental maneuvers to make their 
situation bearable. People are most dissatisfied when they expect 
much and realize little from their work. The most obvious solution 
is to go to another place where rewards are greater. But except 
for the great calculators, people tend to stay on. In staying, they 
adapt to reduce the level of frustration. They invest less of their 
ego and yet get greater rewards through honing their political 
skills. If they maintain their investment and endure the Jfrustration, 
stress illnesses are sure to follow. Those entrenched in the man¬ 
agement ranks avoid stress by identifying with their profession, 
turning their attention inward to learning, and then manipulating 
the ropes to climb as high as the situation allows. Events inside 
the organization become a contest that provides excitement, not 
unlike the thrills politicians seek in constituency politics and gov¬ 
ernment process. 

This psychological introversion that occurs with the domi¬ 
nance of politics in organizations undermines business. It diverts 
attention from products and markets, from customers and com¬ 
petitors, where the attention really belongs. It fosters interest 
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in tactics and promotes people with tactical imagination. In the 
end corporations become mediocre and inhospitable to creative 
people. 

Organizations shape people’s thoughts and feelings. Because 
hierarchies exist in business and other large organizations, people 
who join them look to power figures for the standards to meet 
and the ideals to emulate. For the utilitarian, standards and ideals 
are embedded in their pursuit of personal interests and therefore 
broader values become irrelevant. But the issue will not go away. 

When power is real, it will evoke fear and envy, love and 
dependence, admiration and respect. These emotions cause peo¬ 
ple to begin to tend to themselves, either out of motives of self¬ 
protection or of satisfying deeply felt needs. In the lower levels of 
the hierarchy, the evocative aspects of power are not usually evi¬ 
dent. The reason is that managers at the lower levels have little 
clout. Subordinates, therefore, do not respond to them as power 
figures. But the organization as a whole represents power, and 
people at the top evoke all the reactions to power, both good and 
bad. 

In response to these emotions people absorb the standards 
implicit in the organization and words and actions of its power 
figures. When people actually work for someone who has power, 
either through the weight of position or competence, they make 
attachments and identify with the power figure. Power figures 
have the potential to influence people in profound ways and there¬ 
fore assume a responsibility which they may neither enjoy nor 
understand. 

Some power figures prefer to remain neutral in their influ¬ 
ence on people’s thoughts and feelings. They make a claim derived 
from the utilitarian policy of seeking a fair exchange without in¬ 
volving values beyond those necessary to complete a transaction. 
“A fair day’s pay for a fair day’s work” may be all there is to a 
relationship between employer and employee. The utilitarian op¬ 
erates according to the principles of least harm, if not of maximal 
freedom. Other power figures consciously or unconsciously make 
a larger claim to control the hearts and minds of their subordi¬ 
nates. Those who accept this kind of influence become total] 
dependent and therefore dangerous to themselves and other pe 
pie. Their conscience becomes submerged in the will of t 
power figure, and their moral capacities eventually atrophy. Y< 
hierarchies are to function, some other grounds for attachmenv 
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and identification in work life must be found beyond the neutrality 
of fair exchange and the ego deprivation of total dependency. 

The place to begin searching is the substance of the business 
and the activities that make up the work of the organization. link- 
mg power to substance is simultaneously rational and personal, 
because it makes a demand on people to recognize value in what 
they are doing and in what the organization is to accomplish. At 
the same time it subordinates politics to uphold the standards of 
the business rather than to perpetuate personal advantage People 
at the apex as well as those at the bottom of the hierarchy dedicate 
themselves to the broader standards and ideals. They join forces 
to accomplish valuable work. They gain self-respect regardless of 
power and position in the hierarchy. 

Hierarchy is a reality of organization. To deny it is to ignore 
a fundamental feet of power. People distrust hierarchy because 
the inequality of power leads to abuse. But what is the source of 
this abuse? Is it to be found in inherent imperfections of hierarchy 
or in the motives and character of people in charge? Can the 
abuses be corrected by finding more suitable forms for distribut¬ 
ing power and by erecting controls over power holders or by 
reaching a deeper understanding of the human psyche and trying 
to improve the quality of leadership? 


chapter 10 


The Corruption of Power 


jLrUore than ten years ago, Richard Nixon resigned from the 
presidency of the United States. Rather than resign with grace and 
a sense of remorse, he waited and then launched a deliberate 
campaign to erase Watergate from consciousness. With a shrewd 
sense of how to use media, and an unerring instinct for making 
money in the process, Nixon tried to sell the following message: 
Judge a power holder by the decisions he makes on the big issues 
(such as war and peace) rather than by his oversights and errors 
on the smaller issues (such as campaigning for office), and, above 
all, ignore matters of character and concentrate on results. By 
implication, the message is societies survive by the ends achieved 
and not by the means used to pursue them. The message is tempt¬ 
ing, but morally corrupt. 

Leaders affect societies and organizations profoundly in their 
impact on morality, morale, and the fundamental attitude toward 
authority and power. Americans approach authority with deep 
ambivalence. Major scandals, such as the Iran-contra affair and 
Watergate, and events on a smaller scale, such as the failure of the 
Continental Illinois bank in 1984, make people less inclined to 
cast their lot with those who gain power, either by election or 
appointment, making the job of leadership more difi&cult. Future 
generations may approve of Nixon’s policy that opened the door 
to renewed relations with China, but they cannot ignore the long¬ 
term effect of dishonesty on the wUlingness of people to trust and 
work with their leaders. The ability to lead depends, in part, c 
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what leaders face in popular attitudes toward authority—the peo¬ 
ple’s wiUingness to cooperate, to withhold judgment, and to help 
leaders prove their worth. 

Power holders in government and business would do well to 
contemplate what Lord Acton said in his inaugural lecture on 

^suming the Regius Professorship of Modem History at Cam¬ 
bridge: 

I exhort you never to debase the moral currency or to lower 
the standard of rectitude, but to try others by the final 
maxim that governs your own lives, and to suffer no man 
and no cause to escape the undying penalty which history 
has the power to inflict on wrong.... Opinions alter, man¬ 
ners change, creeds rise and fell, but the moral law is written 
on the tablets of eternity.' 

This stern exhortation to historians to judge leaders is based 
on the fear that the possession of power has a corrupting influence 
on people. Acton’s words are well known: “Power tends to cor¬ 
rupt; absolute power corrupts absolutely.... Great [to be read 
powerful?] men are almost always bad men.... ’’^ 

Do great men and women become bad because power makes 
toem arrogant and unfeeling for their constituents, and yet gran¬ 
diose about themselves? Or do individuals seeking greatness often 
carry with them fatal flaws that corrupt power, which in itself is 
neutral, amoral, and a force awaiting goals and direction? Flaws in 
judgment, and ultimately in character, convert power from a con¬ 
structive to a destructive force. When powerholders corrupt 
powej’ they often tell a story of a deeply personal need for con¬ 
trol, fear of being dominated by others, and doubt about their 
legitimacy as powerholders. 

In examining cases where authority fails, it appears at first 
blush that incompetence at the top is the root cause. For example 
^hen the history of the Continental Illinois bank is written com- 
Jetence of top management will be a major issue. It is obvious 
from the departure of the lending officers that they were being 
blamed for the bank’s troubles. Blaming lesser executives, after 
the fact, could not undo the damage done by the reckless granting 
of large loans to questionable oil ventures. Some observers said 
*at competitive pressures and feulty incentives tied to new stan¬ 
dards of performance were the cause of the Continental Illinois 
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failure. But these observers overlook the fact that structural de¬ 
fects result from the ideas, motives, and actions of top manage¬ 
ment. The chief executive of Continental Illinois must have 
fostered recklessness, either by misplaced delegation or by out¬ 
right collusion, in a risky course of action which board members 
either did not understand or chose to ignore. Blaming subordi¬ 
nates attempts to preserve the power of the chief executive de¬ 
spite blatant evidence of incompetence. Although the shift of 
responsibility downward may affect the perception of outsiders, 
to insiders the truth is out: The chief is incompetent and the 
enterprise is in peril. 

In one company suffering from an incompetent chief execu¬ 
tive, subordinates were outwardly loyal (perhaps compliant is a 
more accurate term) but inwardly seething over their chief’s poor 
judgment. The CEO adroitly managed to pass the blame for failure 
on to others and nearly convinced outside constituents, such as 
lenders, that he was not at fault in the misfortunes of the business. 
But subordinates understood the situation differently. Morale suf¬ 
fered throughout the organization; some of the best people left, 
while the less able and more dependent individuals clung to their 
jobs, hoping only to survive. 

Incompetence, not a simple failure of intellect or just plain 
bad luck, frequently is a reflection of immaturity. The fantasies of 
youth that drive the ambition for power will hardly ever entertain 
the stark fact that power is burdensome, that it involves account¬ 
ability and responsibility. In some cases immaturity appears as 
arrogance, the belief in the omnipotence of one’s ideas. In other 
cases the immaturity shows as a lust for power. Fantasies associ¬ 
ated with power are often infantile, grandiose, incapable of being 
fulfilled, and intricately involved in the individual’s neurotic strug¬ 
gles. 

Problems in holding and using power also arise frequently 
from the individual’s psychological conflicts rather than from ex¬ 
ternal frustrations. More often than not, the fights people have 
with others or problems in handling difficult conditions result 
from, rather than cause, their psychological problems. Conflicts 
within the personality express themselves in strong desires that 
cannot easily find outlets in productive activity, whether solitar 
or cooperative. Strong desires remain unfulfilled and turn in oi 
themselves, thereby affecting the individual’s actions and emo¬ 
tional reactions. 
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Facing the end of his active career, the head of a business 
found only empty choices in his search for someone to whom he 
could pass the mantle of power. His was a history of friendships, 
partnerships, and associations lost or destroyed. For him, power 
was a means of getting even, and life was a repetition of episodes 
of revenge. Even vacations amounted to acts of retribution rather 
than of renewal and pleasure. The only people who seemed able 
to work for him were of two types. First there were those who 
were too young and too insecure to understand that they were 
being beguiled into a relationship by promises that were never 
going to be fulfilled. Once they understood that feet, they would 
depart, leaving their chief executive further embittered. The sec¬ 
ond type understood his motives, but chose to get as much as 
they could from the relationship by extracting concessions from 
him in constant haggling over salary and other cash incentives. 

This businessperson was aware of his conflicts. He could at¬ 
tribute his attitudes to the death of his father, which occurred just 
when the two were to begin working together to fulfill a dream 
boA fether and son cherished. After his return from the service 
to join his fether in the business, the older man succumbed to 
a sudden heart attack. Never fully able to mourn his loss, the 
executive played out his bitter dream of revenge. He could 
take litde mterest in younger people because, without r ealising 
it, he could not bear the thought that they could, or should, ben¬ 
efit from the kind of fathering he wanted, but never felt he reallv 
had. ’ 

It is not unusual for people to have understanding within 
their grasp, but be unable to comprehend and use it. As with this 
executive, the key idea is not beyond consciousness. Rather it is 
suspended at the top of a pyramid of associations that contains at 
its base some deep emotions. This foundation of emotions, which 
is well beneath awareness, affects character and supports the con¬ 
flicts that prevent intelligent and humane uses of power. 

Power IS the potential of an individual to alter the behavior 
of other people. Whether or not this potential results in actual 
chmge depends on many conditions, not the least of which is the 
ability of other people to assess their interests and to act accord- 
mgly. In other words, having power does not mean that one au¬ 
tomatically gets what one desires. Executives often feel fiaistrated 
and angry because of discrepancies between what they want and 
what they get. The problem sometimes arises because of unreal- 
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istic expectations that exist as an outgrowth of prior frustration 
and overwhelming need or that persist from defective relation¬ 
ships with other people. People become obstacles rather than 
helpers; they block rather than facilitate fulfilling desires. The 
sense of people as obstacles or as helpers conditions attitudes and 
behavior toward them, and in a self-fulfilling prophecy, what one 
believes tends to become actuality. 

Harold Geneen worshipped facts. The search for certitude 
was a deeply embedded aspect of his character. As chairman and 
chief executive officer of ITT, while ostensibly delegating, Geneen 
erected a structure of control to ensure that he could maintain a 
hold over this complex, worldwide corporation. Commenting on 
his management style, Geneen said, “If I had enough arms, legs 
and time, Fd do it all myself.” ^ 

Geneen tried to achieve certitude by creating a system of 
monthly reports from his profit center managers and his control¬ 
lers. By the time he left ITT, the company employed 375,000 
people involved in a wide diversity of operations. To control such 
an ungainly company, Geneen broke it down into 250 profit cen¬ 
ters. Except for August and December, the manager of each profit 
center had to submit a monthly report citing all the conditions 
affecting the performance of the unit. 

The monthly reports had to contain financial analyses of sales, 
profits, return on investment, and every other relevant measure¬ 
ment, as well as a description of possible problems and how they 
arose. The information presented in the monthly report had to be 
“unshakable facts,” and all potential problems had to be “red- 
flagged.” The reports sometimes were as long as twenty single¬ 
spaced typewritten pages. 

To ensure that his staff distinguished “unshakable facts” from 
“so-called facts,” Geneen wrote a memorandum: 

There is no word in the English language that more strongly 
conveys the intent of incontrovertibility, i.e., “final and reli¬ 
able reality,” than the word “fact.”... However, no word is 
more honored by its breach in actual usage. The highest art 
of professional management requires the literal ability to 
“smell” a “real fact” from all others—and moreover to have 
the temerity, intellectual curiosity, guts and/or plain impo¬ 
liteness, if necessary to be sure that wiiat you do have is 
indeed what we will call an “unshakable fact.” ^ 
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The reliability of facts in the reports was tested at monthly 
meetings. Each profit center manager was expected to have read 

all the reports and to be prepared to defend his own and criticize 
others. Geneen seemingly read all the reports and made notations 
in red ink at passages that raised questions in his mind. He pre¬ 
sided over the mammoth meetings, which sometimes lasted up to 
fifteen hours at a stretch, with a firm hand.’ Having no respect for 
the old theory of not criticizing a person in front of others, often 
he would grill a manager to get at the “facts.” Although he might 
sometimes forgive an admitted error, Geneen was infuriated when 
he suspected fudging or covering up. 

Many people found Geneen’s questioning technique almost 
sadistic m its intensity, and many managers were crushed at each 
session. Most people, however, felt that Geneen did not attack just 
to exercise his power, but because he genuinely felt that it was a 
necessary procedure. As he described it himself: 

I’m no laissez-faire, let-me-know-how-things-are-in-six- 
months guy. I want to know what’s going on. I don’t want 
some proud guy to get into his own Vietnam and then sud¬ 
denly hand me his resignation. Hell, his resignation can’t 
bring back the «10 mihion he’d lose. That’s why I make 
everyone teU me about red flag areas—spots where trouble 
may be brewing.^ 

At another time he said, “I believe in pushing and pulling and 

heading and whittling until you finaUy get those two purple 

drops.” ^ r 

Geneen introduced his system of reports and monthly meet¬ 
ings while he was at Raytheon. As an additional check on the 
content of the managers’ reports, Geneen swamped the company 
with controllers who were required to submit a detailed monthly 
critique of a unit’s progress directly to the corporate controller. 
Smce prior to Geneen’s arrival controllers and division managers 
had cooperated together in running their divisions and reporting 
to higher management, this was an innovation that was resented. 

At ^ytheon the reports were nicknamed “yellow peril” reports 
(only partly because they were bound in yellow paper). Progress 
m a division was measured solely by profit performance—the 
objective to which Geneen directed all his energies.® 
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Attending general manager meetings on a monthly basis re¬ 
quired a huge expenditure of time and energy. Geneen once esti¬ 
mated that he had a total of 2,400 years of business managerial 
experience on hand for each meeting. At another time he added 
up the hours spent attending such meetings and found that it took 
35 weeks of his and his managers’ time. After subtracting vacation 
and holiday time (never taken by Geneen), this “left a scant 13 
weeks of ‘other’ time in which to run the company.”^ The scanti¬ 
ness was made up by working weekends and nights. 

Geneen justified the amount of time spent on meetings by 
saying that “It was truly at our meetings and the face-to-face meet¬ 
ings down the line in our subsidiaries that we ran ITT.” It was 
thus that ITT and Geneen, to use one of his favorite phrases, had 
“no surprises.” “There’s no substitute for getting the facts, be¬ 
cause,” he claimed, “when you’re aware of the problems, you soon 
think in terms of the solutions.” 

For Harold Geneen, the need for control and reliance on 
“facts” instead of people was a recurrent theme. Exe,cutives fre¬ 
quently seek power in perpetuation of early childhood fantasies 
about how to gain control over parents so that they may become 
predictable. Dominance over people rather than control of situa¬ 
tions can be the driving motive for seeking power. These fantasies 
can poison the sense of power one achieves in reality and can lead 
to an outbreak of irrational behavior which so often produces 
disastrous results for the individual and the organization. 

Geneen was relatively isolated firom his parents, who were 
separated early in his childhood, and he learned to counteract 
feelings of loneliness and dependency. In his memoir Geneen re¬ 
ported an early memory firom the time he was a boarding student 
in a convent school. . 

I have a vivid memory of myself at age six, sitting at a desk 
alone in a large empty classroom reading a book. The 
Mother Superior came by and, concerned over my apparent 
loneliness, asked me what I was doing. I told her simply that 
I was reading a book. She smiled at me sympathetically. Per¬ 
haps I noticed the pity in her expression. What remains with 
me is the feeling that she was wrong, that I never felt 
uncomfortable about being alone. I thought that I could 
always find something to do, even at that tender age. Per- 
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liEps the isolation back then taught me to be independent, to 

be able to think through my small daily problems, and to 

achieve a sense of self-confidence.'^ 

For someone who professed independence and who “never 
felt uncomfortable being alone,” Geneen managed through his 
system of controls to have people around him almost constantly. 
Yet, these contrived associations never attacked directly Geneen’s 
rejection of his need for people. He used power to get what he 
needed while disguising to himself and others the dependency 
that lurked beneath the image of a powerful and self-sufficient 
person. 

As Geneen’s career with ITT demonstrated, his need for 
power finally absorbed him and involved him and his company in 
a variety of questionable dealings with Chile and inappropriate 
contributions to the Republican party in order to gain justice 
department approval of significant acquisitions. The string had run 
out on his phenomenal program for building “the number one 
si 2 e corporation in the world.”'* Even before his troubles with the 
government surfaced and his image to the public was marred, 

® frenetic pace with acquisitions (ITT acquired twenty 
domestic companies in 1968) revealed a compulsive need for 
power that was out of his control. 

One of the ways people regulate their needs and tolerate 
frustrations is by believing that satisffiction is possible and that 
once appropriate action is taken, the desire will diminish. Eating 
food abates hunger; sexual activity provides satisfaction and 
eliminates sexual tension. This expectation of satisfaction appears 
in a person’s character as the abiUty to delay gratification and 
provides an enormous resource for self-control. With it one can 
wait for power or for power to produce results, as one can wait 
for food on the table. 

A perverse need works in the opposite way. The more one 
gets, the more one needs. Greed for power appears contradictory 
to the apparent self-assurance executives display. But beneath this 
self-assurance lurks emptiness and low self-esteem. A perverse 
need for power can never relinquish its control over the hnmQn 
mind. Greedy people are angry people who, if the anger turns 
inward, wUl become clinically depressed. Acquisition of more 
power may ward off depression, but the perverse need encourages 
self-destructive behavior. If the perversion is isolated, kept secret. 
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and stops short of illegal or unethical actions, the individual may 
be protected from depression and may in fact be able to function 
well The uncertainty, however, is how firmly the anger encapsu¬ 
lated in the perversion will remain contained. When the capsule 
breaks, destructive behavior flows out. 

Blatant violations of law or ethics may result from a desperate 
need to stabilize one’s inner world under stress. But actions need 
not be illegal or unethical to call attention to the relationship 
between motives and role. When the role calls for exercising 
power, people with power conflicts will pursue aims that are ego¬ 
centric, defensive, and usually out of touch with reality. Despite 
their massive need for control, they themselves are out of control. 

The ability to reach decisions and to act includes a good 
sense of timing. One must be able, when appropriate, to imple¬ 
ment associative thinking and to provide closure. The timing of 
thinking and acting can be disturbed when power needs become 
perverse. The disturbance can take the form of impulsiveness, the 
inability to think before acting, or the form of circularity, the 
inability to bring thinking to a conclusion and take action. 

An executive assumed the position of general manager of one 
operating division in a large corporation. This division, in serious 
financial difficulty, needed decisive action to form a plan for a 
turnaround, to organize and staff key positions where weaknesses 
appeared, and to enact the turnaround plan. Because of the circu¬ 
larity of his thinking, the executive could not function in his job. 
When, for example, questions of divesting unprofitable units were 
considered, he would return to the possibility of making them 
profitable. He felt that he had to be absolutely certain before he 
could take action. Providing the certainty he needed was impos¬ 
sible. 

Another characteristic of his circular reasoning appeared in 
his approach to establishing organizational structure and assigning 
jobs. He could not distribute authority cleanly and insisted on 
overlapping responsibilities because of his reluctance to express 
finality and closure about organizational structure. He rationalized 
his reluctance by extolling the merits of “open-ended” organiza¬ 
tional structure. 

This executive inspired loyalty and personal devotion of sub¬ 
ordinates. He was placed in his assignment for his ability to moti¬ 
vate people and consequently to create a cohesive organization 
dedicated to reversing the division’s misfortunes. The ability to 
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achieve loyalty stemmed, in part, from his attractive personality, 
his ability to express ideas interestingly, and, above all, his aver¬ 
sion to making other people unhappy. This last characteristic was 
one of the causes of his inability to decide and to act. He was 
deeply afraid of offending and hurting others. As head of a failing 
division, however, he could take little action that would not cause 
some discontent, particularly in altering job responsibilities and 
assignments. 

His fear of hurting others originated from two sources. First, 
he felt, but suppressed, competitive feelings toward a younger 
brother who was also a business executive. The younger brother 
had a reputation for toughness, leading one to suspect that each 
brother unconsciously cultivated different character traits and 
styles to dissolve their rivalry. Second, he wanted to make more 
of his life than his father. In fret, much of the rivalry with the 
younger brother arose from the displacement of competitive feel¬ 
ings from his frther to his brother. This executive, in short, was 
guilt stricken over the prospect that his decisions could prove 
hurtful to other people even though the motives and reasons were 
not mtended to hurt. He leaned over backward to avoid offending 
and his caution manifested itself in overelaborate thinking, as 
though he had to be completely certain of every action he took. 

At one time the conventional wisdom about abUities for suc¬ 
cessful management placed decisiveness at the top of the list. A 
subtle change, however, has taken place. Increasingly, ambiguity 
and the ability to devise and work in open-ended forms of organi¬ 
zation are being extolled. The shift is away from straight-line or¬ 
ganizations, executive responsibility, and the ability to make 
decisions as individual acts of commitment. This shift may be an 
error. 

This change is partly directed at overcoming rigidity in think- 
mg—the inclination to see things as black or white, right or 
wrong. Rigid thinking, found in authoritarian personalities, indeed 
can adversely affect decisions and organizations. But before be¬ 
coming too enthusiastic about a new wave of management prac¬ 
tice designed to correct one set of problems, be aware of the 
potential problem of circuitous and even duplicitous thought pat¬ 
terns that the new practice may encourage. Cerebration can be a 
manifestation of character conflicts within individuals. Once these 
conflicts are rationalized and extended into an organization’s prac¬ 
tice, they can paralyze will and the ability to act. Circularity 
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through the elaboration of thought and manipulation of words is 
not an improvement over the rigidity of authoritarianism. 

Perhaps managerial organizations encourage the elaboration 
of process and the convolution of ideas in reaction to the potential 
for corrupting power. However, when this occurs, communica¬ 
tion difficulties soon appear. Rather than remedy the problem by 
simplifying the process, the response is often to engage in more 
process. 

Behind this emphasis on formal process is a psychological 
defense: the isolation of thiniking and feeling that may be at the 
heart of the difficulties certain executives face in making decisions 
and in communicating with others. In one organization, a high 
executive found that when she tried to present her views in meet¬ 
ings, no one really listened to or absorbed what she had to say. 
The first conclusion that came to mind was that she aroused com¬ 
petitive feelings among her co-workers, especially the men, who 
ignored her because they envied her brilliance. Closer observa¬ 
tion suggested another explanation. Her participation was entirely 
verbal and totally lacking in emotional value. One could sense an 
earnestness on her part, but she had so successfully isolated think¬ 
ing and feeling that her words lacked color, relative emphasis, and 
humor—all qualities that make it possible to convey ideas. 

For this executive organizational sanctions against emotional 
expression reinforced a trend already at work in her personality, 
the rigid control of her feelings. Throughout her development she 
guarded against feelings and concentrated on intellect. As a result 
of this rejection of part of herself, her functioning lacked spon¬ 
taneity and ultimately effectiveness. 

One grave danger for authority j&gures is to extend isolation 
of thought from feeling to isolation from other people. Such a 
trend is disastrous in an executive power structure because it 
removes constructive exchange between the chief executive and 
the board and subordinates from the process of policy making. 

A chief executive of a large corporation tendered his resig¬ 
nation, publicly giving the reason that he was in bad health. For a 
time before his resignation, he had been incapacitated by a stom¬ 
ach distress requiring surgery and then by an arthritic problen 
requiring bed rest. But the announced reason for the resignatic 
hid a long and often bitter battle between him and his board ' 
directors. The battle evolved because, the company had sufferec 
serious operating losses following a disastrous diversification pro- 
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gram the chief executive officer had initiated. The executive was 
determined to hold on to his position; the board was equally 
determined to replace him. 

A review of the history of the company under the chief ex¬ 
ecutive officer s direction indicated that he had taken some im¬ 
portant initiatives to overcome the company’s loss of competitive 
position. But as he developed greater power and control over the 
organization, he isolated himself from subordinates as well as from 
board members. One board member was so opposed to the deci¬ 
sion to diversify in areas far removed from the company’s exper¬ 
tise and strength that he resigned, indicating that the chief 
executive officer refused to accept counsel from others. Leaks to 
the press reported the hostility subordinates felt toward the chief 
executive officer, with one person reporting that “he ruled by 
sheer terror.” 

Prior to his difficulties in this company, few facts about the 
chief executive officer s background suggested that he was vulner¬ 
able to self-isolation in a position of power. In fact, in the early 
days of his administration, to avoid upsetting many of the execu¬ 
tives who were dedicated to the corporation’s traditions, his 
moves appeared to be governed by caution and patience. But once 
he had his people in place, he seemed to change. He became 
overly ambitious in his estimates of what the company could do, 
detached himself from his board, and treated subordinates harshly. 

Executives who detach themselves emotionally from subor¬ 
dinates and higher authority simultaneously probably overvalue 
themselves. Operating with an inflated ego and a sense of grandi¬ 
osity, they show little regard for other people. 

Grandiosity signifies a failure within the individual to control 
ffie aggression overflowing from the consolidation of power. Hav¬ 
ing acquired power and having consolidated dominance over real 
or imagined rivals, hidden identifications surface and take control 
over the personality. These hidden identifications reflect child¬ 
hood fantasies about powerful parents, in themes of master and 
slave, of oppressor and oppressed. The aggression contained in 
these images arises out of a deep sense of loneliness and the con¬ 
stant fear that one can be abandoned by powerful people and left 
victim to a hostile world. In an effort to gain control over such 
fear, the person makes an unconscious identification with the ag¬ 
gressor, with the power figure who provides or withholds, gratifies 
or deprives, creates or annihilates life. 
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The appearance of grandiosity, particularly when an execu¬ 
tive was deferential and compliant in his rise to power, would 
seem to indicate that power itself was the corrupting influence. 
But power can only corrupt when the grandiose fantasies already 
are in place because of early experience. 

Grandiosity and loneliness: What part do they play in the lives 
of executives attracted to power? If they exist, they are suppressed 
to guard the executive’s survival in the managerial culture. The 
ideal of this culture is to be low key in emotional involvement, to 
appear rational, to be totally in control of one’s reactions, and to 
be predictable. 

A middle-aged executive, soon after receiving a promotion, 
suffered an anxiety attack. He awoke abruptly with shortness of 
breath, sweating, and a sensation of constriction in his throat. In a 
state of panic (he thought he was having a heart attack), he called 
the police who rushed him to the hospital. After intensive obser¬ 
vation and, tests, his doctors assured him that he had not had a 
heart attack and that physically he was in good health. The anxiety 
attack recurred and subsequent physical examinations confirmed 
the earlier diagnosis, that he suffered from anxiety rather than 
heart disease. He was referred for psychotherapy. 

During the course of therapy he described his current situa¬ 
tion as lonely, without family, and centered mainly on work. De¬ 
spite outward self-assurance, he held a rather low opinion of 
himself. Even the support of those who knew his work and the 
evidence of his recent promotion could not bolster his confidence 
in his ability to perform. Further exploration indicated a sense of 
disgust on his part over his isolated and promiscuous sexual life. 
He debased the type of partner he selected and noted the absence 
of any quality to these relationships other than the sexual activity. 

His early life history indicated a pattern of emotional isolation 
from his parents. Although his father appeared to be the most 
important person in his life, the manager felt all through his child¬ 
hood that he was a disappointment to his father. The manager, 
nevertheless, continued to seek approval. Unconsciously, how¬ 
ever, he had identified with his mother. This identification proved 
to be a problem for him in working with men, in exercising au¬ 
thority, and in establishing good relations with women. 

The anxiety attack following his promotion arose from th< 
expectation that his subordinates would come to hate him just as 
he unconsciously hated his father. He reacted as a man under 
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attack, and although the threat was self-generated, its effects were 
as damaging as a real threat from the outside world. Perhaps this 
self-generated threat was even more damaging in that he could 
neither identify the danger nor protect himself from it. 

People compensate for their felt deficiencies. Some men who 
are short in stature try to overcome this self-defined inadequacy 
by behaving aggressively. To be called egotist and bully may seem 
light compared with the satisfaction of proving strength and ade¬ 
quacy. Uterature is filled with plots about the person born at the 
bottom of the ladder who struggles to make it to the top of the 
ladder to enjoy a sense of victory that appears to go along with 
power, money, and social position. Cruelty and villainy may ac¬ 
company this striving for power. In Shakespeare’s Richard III, the 
protagonist is physicaUy deformed and justifies his actions because 
nature cheated him 


I, that am... 

Cheated of feamre by dissembling Nature, 
Deform’d, unfinish’d, sent before my time 
Into this breathing world, scarce half made up. 
And that so lamely and unfashionable 
That dogs bark at me as I halt by them— 

Why, I... 

Have no delight to pass away the time. 

And therefore, since I cannot prove a lover 
To entertain these fair well-spoken days, 

I am determined to prove a villain 
And hate the idle pleasures of these days.*"* 


The need for power to overcome felt inadequacies goes 
deeper *an real or imagined deficiencies to unconscious fears, 
ear o failure is a familiar and even a plausible psychological 
condition. An individual afraid of failure will avoid the responsi- 
I les that go along with power. The reasons for the fear of feilure 
are found in the debilitating effects of unconscious fantasy. The 
most self-defeating fantasy is one in which power is acquired at 
expense. Frequently, the figure with whom this 
gg e for power persists in the unconscious is a parent of the 

imagined retribution for 
uccee^ng m this oedipal conflict, inhibitions and the fear of 
allure become established in the mind. If success should come to 
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them, their inhibitions interfere and they experience failure, the 
failure they initially feared. 

The board of directors of a corporation in serious difficulty 
appointed a new chief executive officer. The directors were elated 
with the results of this new appointment. In short order, the new 
chief executive officer developed a turnaround plan. After he 
brought in new executives, he implemented an effective orgam- 
zational structure. The changes seemed too good to be true and, 
indeed, about a year later unsettling information came to the at¬ 
tention of a few board members. Key subordinates reported alarm 
over changes in the chief’s behavior and personality. These exec¬ 
utives, not intent on making trouble, were devoted to their boss 
and loyal to the programs he had established to make the company 
successful. The subordinates observed that the chief executive 
officer suddenly withdrew from his work, seemed to show little 
enthusiasm for his job, and often displayed poor judgment. In 
addition, he drank excessively. 

The board, after looking into the problem, decided to con¬ 
front the chief executive. They hoped for an explanation that 
would relieve them of anxiety and would assure them that the 
chief executive would resume his familiar ways of runmng the 
corporation. 

The chief executive officer denied vehemently that he had a 
drinking problem. He said that he had become depressed and had 
entered psychiatric treatment. He claimed that the drug pre¬ 
scribed for depression produced the symptoms that suggested he 
was drinking excessively. He was given a medical leave of absence. 
It turned out that although he was seriously depressed, he was 
also alcoholic, a condition that seemed to have surfaced in re¬ 
sponse to his success rather than in fear of impending failure. He 
ultimately had to resign. 

Anxiety over success defies reason and common sense. Is it 
that success evokes hidden guilt feelings (“I am not deserving )? 
If so, then there would seem to be little difference between fear 
of failure and fear of success. There is, however, a substantial 
difference. In fear of success, the individual, rather than being 
guilt-ridden, is driven to gain power to fulfill unrealizable fantasies 
from the past. 

Psychological explanations of why people corrupt powe 
often evoke skepticism. People may react even more warily if the 
explanations depend on the theory of unconscious motivation. It 



176 Consequences 


all may appear unscientific and too pat. People often ask, by way 
of venturing their own opinion, if all neurotics were excluded 
from positions of power, who would be left? The answer is prob¬ 
ably no one. It is true that power-oriented people have significant 
psychological conflicts. It is also true that power provides a stage 
. on which individuals can act out their problems, reveal their 
dreams, and create a world that improves on the one they know 
and ejqperience. Is all this unhealthy and the source of the corrup¬ 
tion of power? Henry Kissinger is alleged to have said that power 
is a great aphrodisiac. It is a great therapy for some, while it is 
poison for others. The difficult task is to distinguish the one from 
the other. 

The fundamental difference between those who corrupt 
power and those who seem to grow with it is the nature of their 
ideals and moral standards. Ideals and standards act as an inner 
parent to help form a character that is forward-looking and sensi¬ 
tive to the responsibilities that go along with power. To acquire 
power for selfish ends (consciously to accrue money for its own 
sake) or to dominate other people out of a need to control (un¬ 
consciously to compensate for felt deficiencies or to avenge past 
injuries) is fundamentally regressive. 

The idea of the future takes shape and meaning from personal 
history. No one escapes totally from traumatic experiences in 
childhood. Although no one escapes the pains of development, 
some are fortunate to incorporate the ideals and standards pre¬ 
sented to them by an adult who acts as a beneficent model. Much 
is made of mentorship in the preparation of leaders. But mentors 
appear usually long after maturation. Personality is established 
early in life. Those wffio set standards and foster positive ideals 
have an impact well before late childhood and adolescence. But 
once these constructive influences are established, individuals 
have the capacity to benefit from what models and mentors have 
to offer. 

Standards and ideals incorporated through identification with 
good and giving parents continue their force as a result of char¬ 
acter and unconscious mental activity. The individual finds from 
early influences means for taming power into a benign, but force¬ 
ful, conscience and a forward-looking as well as humane ego ideal. 
The individual, thus, continually strives for achievement to build 
a vision of what might be, but is ever mindful of present h uman 
needs. Such leaders have no need to climb over other people’s 
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backs to achieve power, just as they will not inflict pain on others 
in the name of expediency. Those who find and accept the help 
that mentors offer internalize the image of models. They are un¬ 
afraid of their own aggression because within their incorporated 
models is a standard that permits aggression in a measured 
and directed way toward human ends without the lust of self- 
a^randizement. People who are ambivalent about aggression, 
framed as it may be in the structure of authority and power, have 
reason to mistrust their motives. They experience a vulnerability 
to their own power because their inner dialogue with early 
models contains a struggle between love and hate, acceptance and 
rejection, and the compelling need to rewrite their personal his¬ 
tory. 

There is ample evidence of the malevolent uses of power 
once the corrupting influences make their appearance. The his¬ 
tory of this century is eloquent testimony to the suffering imposed 
by people who acquired power and then used it toward destruc¬ 
tive ends. In political structures, including business organizations, 
the leader’s irrationality will be the followers’ suffering. 

Even attempts to guard against the dangers of individual irra¬ 
tionality may result in the corruption of power. Organizational 
norms substituted for individual conscience make it nearly impos¬ 
sible for power holders to maintain commitments. As products of 
institutional standards, such managers give primacy to the orgam- 
zation, not the individual. They do not see themselves as harmful, 
but they do harm, because their individual consciences become 
subordinate to organizational norms. The good intentions of many 
managers recede in reaction to the anxiety of surviving in a large 
organization where power seems elusive. If managers believe that 
goals and purposes are derived from the organization’s process 
and therefore lie strictly outside their personal convictions and 
the interests of constituents, then accountability disappears. If to 
escape the morbid effects of personality corrupting power, the 
heads of organizations are faceless individuals acutely attuned to 
the play of power, but without a deep understanding of the hu¬ 
mane uses of power, then organizations will inevitably be politi¬ 
cized. 

In an earlier day the corruption of power by the nature o^ 
organizations was identified as the “bureaucratic malaise. Bureau 
cracy fostered the separation of the individual from the role he o 
she was supposed to play. The virtues of bureaucracy are impar- 
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tiality, the absence of prejudice, and objectivity. At its best, a 
bureaucratic organization counterbalances the impulsivity and de¬ 
structiveness of troubled leaders. But, as Hitler’s Germany indi¬ 
cated, bureaucracy has no human values. It can just as easily turn 
objective capacities and efficiency to killing as to working for 
humane purposes. This inability to judge ethically is a conse¬ 
quence of organizational politics, coupled with the narrow career¬ 
ism of people deficient in substantive interests. 

In theory, organizations are supposed to contain processes 
that prevent the corruption of power in the use of efficient means 
to serve bad ends. If striving for technical proficiency overwhelms 
humane purposes, the mechanisms for correction are supposed to 
intercede. But too often these mechanisms cause laxness in indi¬ 
vidual judgment and conscience. Mainly, organizational process 
involves interaction but heightens sensitivity to the acceptability 
of ideas and not necessarily their correctness as measured against 
economic and ethical yardsticks. After a time, the image of accep¬ 
tance produces what ihc Fortune writer, WUliam H. Whyte, called 
the organization man,” who substitutes corporate membership 
for individual identity in achieving self-esteem."’ 

The hold that organizations secure on the minds of their 
members arises out of some important needs. One of these needs 
is self-esteem, the assurance the individual seeks that he or she is 
a worthwhile person. In the past people derived self-esteem fl'om 
successfiil performance and human relationships. In more recent 
times executives have tried to borrow self-worth from belon ging 
to prestigious organizations, such as General Motors or IBM. Al¬ 
though these sources of self-esteem may be mutuaUy enhancing, 
people tend to look in one direction or the other as their primary 
source of self-worth. 

The coroUary to self-esteem is self-knowledge, or what Nor¬ 
man Holland, the gifted literary scholar and critic, ralk the “I.” 
Knowledge of the “I,” or of identity, is elusive. It can be secure at 
times and then become blurred. Those moments (or years) when 
identity is diffuse are anxious times. What people do in these 
periods of self-doubt and confusion tells a great deal about the 
strength of their character as well as their ability to learn. 

The professions or callings people pursue weigh greatly in 
their identities. In management the task of identity may pose more 
hazards than in other fields in which professional and personal 
knowledge grow hand-in-hand. In particular, the managerial mys- 
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tique may prove in the end to provide a faulty connection be¬ 
tween the individual and the role. This faulty connection makes it 
imperative that the individual dig more deeply for answers to the 
question ‘‘Who am I?” Unfortunately, most managers are not intro¬ 
spective and are satisfied with their profession’s answer. As a con¬ 
sequence, when they achieve power it may fail to enhance them 
as individuals; instead it may reinforce tendencies already at work 
for the corruption of power. For a powerholder, the diffusion of 
identity sets in motion the need to defend against anxiety at the 
expense of objectivity. 



Chapter 11 


Identity Diffiised 


At is popular today to speak of organizations as having unique 

cultures. But it is not clear how the term culture can be used to 
describe modern orgamzations. If culture is simply any set of ex¬ 
pectations that guides people in their behavior in organizations, 
then all organizations have and always will have a culture. But if 
the term has a richer meaning and intends to convey something 
about tradition, symbol, lore, and texture m human relationships, 
then culture is a fading phenomenon in business. 

The absence of corporate culture is not necessarily con¬ 
sidered a problem. It takes energy and care by a chief executive 
officer to support a culture, beginning with regard for the past and 
attention to ritual. For those chief executives who prize flexibility 
and the expansion of options, organization culture is a hindrance 
they would rather not have. To respect culture, it simply would 
not be possible to run a business objectively, as though it were a 
portfolio of assets that can be acquired, held, and divested depend¬ 
ing upon how the numbers read 

Sanford Sigiloff was brought in to reorganize the Wickes Cor¬ 
poration under pressure from lenders when it became clear that 
the company had gotten into trouble over a program of acquisi¬ 
tions it could not manage and a debt load it could not support. ‘ 
Sigiloff took the company into Chapter 11 of the bankruptcy code. 
He brought it out successfully after a series of hard moves and 
clever maneuvers that allowed him to control the various com¬ 
mittees of creditors. 
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Sigiloff’s Story of his handling of the bankruptcy is especiaUy 
interesting because he invited a reporter to follow his actions as 
they were unfolding. Evidently not unaware of the power of pub¬ 
licity, Sigiloflf allowed a reporter into his inner circle. The result is 
a revealing account of a masterful tactician at work. Clearly, he 
would have had great difficulty in making his moves had he prized 
personal attachments and paid homage to corporate culture. The 
company was in deep trouble, in part because its former chief 
executive and board of directors ventured into acquisitions and 
debt load it was ill-equipped to handle. The net result was the 
transfer of power to Sigiloff, an executive who was so unencum¬ 
bered by attachments and traditions that he could fire people and 
liquidate and sell businesses with ease in the interests of restoring 
liquidity and freeing the company from excessive debt. 

All people have their own conceptions of human psychology. 
They assemble a set of rules from experience that may even lead 
them to believe they are fairly adept at influencing people to get 
what they want. When do you inform, request, argue, order, or 
threaten to get things done? When do you appeal to self-interest, 
seduce the other person through flattery, manipulate by creating 
a need and becoming the agent through whom that need can be 
satisfied, obfuscate to conceal your motives, or show muscle? Man- 
^ement as a profession has accumulated its own “book of rules 
on how to use power and how to influence peoples’ thoughts and 
actions. 

Although Machiavelli had a fine appreciation of how these 
rules of manipulative psychology work, even he could not have 
envisioned the corporate state and its sophisticated, yet unwrit¬ 
ten, rules on getting things done through people. Nor would he 
have anticipated the mentality of the modem manager who dis¬ 
plays flexibility and adaptation found only in people who have 
little regard for history or tradition. 

The question that needs to be answered is what manner of 
human beings are the ultimate flexible people? How do they think 
about themselves? Do they have an identity? Or is identity a Hm- 
iting idea in understanding professional managers? 

Are flexibility and adaptability virtues? Character traits de¬ 
scribe human qualities, but they are also values. As such, flexibility 
and adaptability have become norms to which people aspire and 
to which they may be conditioned. These traits have become 
desirable and even necessary for people entering management. 
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In the minds of people who hold them, values represent 

good. They may seem so good that people aspire to them without 
limit; in other words, a person cannot be too flexible or too adapt¬ 
able. But, according to Aristotle’s golden mean, every virtue car¬ 
ried to its extreme becomes a vice. One of the hidden agendas of 
management as a profession is to foster flexibility and adaptability. 
As character traits that people adopt through their training and 
experience, flexibility and adaptability are common and functional 
in the real world. But as dominant character traits and, more 
significantly, as values of unlimited virtue, flexibility and adaptabil¬ 
ity become the source of many problems in personal and business 
relationships and in the effectiveness of organizations. 

Organizations are not necessarily the best places to observe 
what happens to people and their work when they try to blend 
perfectly into their environment. The short-term effects tend to 
look good. The long-term effects tell a different story. Unfortu¬ 
nately, the place to observe long-term effects is the consulting 
rooms of the psychotherapists soHcited to help undo the conse¬ 
quences of living like a chameleon. 

The chief executive of a successful business, for example, 
became anxious and depressed following an injury in an automo¬ 
bile accident. Although the injury was not life threatening, the 
CEO was laid up for several weeks and was unable to follow his 
carefully drawn and fully organized routine. During this time his 
thoughts turned to his early family experience; he revived an old 
but seemingly forgotten feeling that he had been unloved by a 
restrictive and demanding mother and a detached, passive father. 
As a child and young man, the executive aggressively tackled 
whatever tasks life presented. In school he received top grades. 
Early in his business career he performed well, meeting his re- 
^xansibilities first as a salesman and later as a sales manager and 
marketing executive. His unblemished record led to his selection 
as CEO, in which position the opportunity to create structure, 
where formerly he conformed to it, held little interest for him. He 
simply continued the routines and procedures of his predecessor 
produced results that satisfied his board of directors. 

After the accident he reexperienced the feeling of being im- 
loved, to which he had adapted by working hard, as though his 
accomplishments by other people’s standards would overcome 
his sense of being unworthy and would subdue unacceptable de¬ 
sires and feeling. He had become a chameleon, changing form 
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and identity to match whatever standards life’s tasks presented to 
him. In his forced passivity following the accident, he unwillingly 
encountered his hidden feelings of self-doubt and loathing, which 
he had incorporated as a child in response to a cold, ungiving, and 
highly controlling mother and a withdrawn, disinterested father. 

When Sigmund Freud was well into his investigations of men¬ 
tal disturbances, the clinical pictures that captured his attention 
were the syndromes known as hysteria and obsessional neuroses. 
Hysteria symptoms include physical dysfunctions without a 
known or identifiable organic cause and emotional conditions in 
which individuals show trancelike states or, less flamboyantly, are 
oblivious to their own behavior, especially in relations with other 
people. Psychiatrists once thought that hysteria was a malady that 
affected only women. The term comes from the Greek hysterOj 
which means “womb.” 

Besides demonstrating that hysteria afiiicts men as well as 
women, Freud offered a convincing and pioneering explanation of 
the causes and dynamics of hysteria. His theory revolves around 
the complex of both conscious and unconscious motives that lead 
to the onset and course of hysteria. Hysteria is an illness of unre¬ 
quited love and remorse. The sexual taboos of society force the 
individual to repress forbidden wishes. The net result is the for¬ 
mation of a bizarre and, to untrained eyes, mysterious illness that 
seems unrelated to any visible cause. 

An obsessional neurosis consists of the presence of disturbing 
and isolated thoughts that appear repetitively. Closely related to 
these recurring thoughts is the compulsion to perform certain acts 
repetitively and ritualistically. The thoughts appear at odd times 
and are unrelated to anything the individual is involved in at the 
time. Often, the afflicted person must perform in response to the 
thought, some ritual to make the thought go away, or to prevent, 
the person believes, its transformation into reality. An obsessional 
thought, for example, is an idea that haunts a young woman that 
her father will die in an automobile accident. When she has this 
thought she might feel compelled to repeat a passage from some 
poem she had memorized a long time ago or she might feel that 
she has to promise to forgo a cigarette or dessert at her next meal. 

Obsessional thinking and compulsive behavior resemble su¬ 
perstition. They resemble thoughts every child experiences and 
often acts out in games, such as avoiding cracks in pavement be¬ 
cause “Step on a crack, break your mother’s back.” Superstition, 
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magical thinking, and ritualistic behavior occur to some degree in 
every normal adult, and, therefore, everyone should be familiar 
with the nature of obsessive thinking. 

Obsessional disturbances are illnesses of unresolved aggres¬ 
sion and guilt. Obsessional thinking is conscious and overelabo¬ 
rate. In hysteria feeling is on the surface and exaggerated, at the 
expense of logical thinking. Hysteria appears to be the conse¬ 
quence of repression and inhibition of sexuality; obsessional neu¬ 
roses arise as a result of feelings of both love and hate toward 
parents, an ambivalence that the individual cannot resolve. Fre¬ 
quently, love is exaggerated in the form of idealizing a parent or a 
parent substitute, while the a^ession goes underground only to 
reappear as particular disturbances in thinking and acting. The 
symptoms often include a deep sense of guilt, which is displaced 
onto all types of activities, for example, compulsive hard work 
driven by the fear of pleasure. Hysteria and obsessive t hinking 
were often considered the “classical” neuroses because of the 
frequency with which they appear and their impact on the early 
development of psychoanalysis. 

Beginning with Freud, psychoanalysts were alert to the part 
that society and the family play in the origin of these illnesses. For 
example, sexual repression occurs when parents are excessively 
repelled by sexuality. Children then believe that sexuality is sinful 
and brutal. 

Authoritarian families with unusually strict moral codes play 
a part in the formation of the classical neuroses. It could be argued 
that the obsessions are consequences of moral ove rkill where the 
individual s conscience becomes so strict and punitive as to make 
a thou^t seem the equivalent of an act. Conscience becomes so 
tyrannical that the individual has little room fisr growth in person- 
aUty or in moral judgment and therefore becomes a victim of guUt 
for which there is no objective justification. 

As society’s standards change, parallel changes occur in the 
family and in the Individual. The sexual inhibitions that were part 
of the Victorian culture continued into the twentieth century. But 
Ae sexual revolution of the 1960s, after the discovery of the pill, 
illustrates how changing mores in society may follow quickly on 
the heels of technological discoveries that make possible what was 
once impossible. The so-called liberation of youth did reduce 
some of the societal pressures that contribute to the development 
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of hysterical and obsessional illnesses, but did this increase in 
freedom in sexual activity result in freedom from neuroses? Evi¬ 
dence suggests that among the more highly educated, that is, 
among those likely to enter the managerial ranks, the incidence of 
disturbances has not diminished (indeed, it may have increased). 
But a shift has occurred in the forms these illnesses take. 

The shift occurred in two stages. The first stage was the dis¬ 
appearance of the well-delineated symptoms found in hysterical 
and obsessional illnesses. In their place an illness of character 
appeared in which the symptoms were embedded in the individ¬ 
ual’s style of thinking and acting. When symptoms invade charac¬ 
ter, the person’s modes of behaving take on exaggerated styles 
that dominate that individual’s relationships. Obsessional illness, 
for example, may be manifest not in clearly defined obsessional 
ideas or compulsions, but in general demeanor with such traits as 
ambivalence, overthinking, and isolation of thought from feeling. 
After World War II psychoanalysts began to talk about hysterical 
and obsessional character neuroses as the most frequently ob¬ 
served complaints. 

The second stage appeared during the 1960s and led to seri¬ 
ous debate among specialists. Patients who were often weE on 
their way toward success in their careers came for help complain¬ 
ing of a feeling of emptiness. The feeling of emptiness left them 
impaired in their ability to make commitments. Failures in inti¬ 
macy, in or out of marriage, resulted from their inability to open 
themselves to another human being. Ending relationships was eas¬ 
ily rationalized as discovering that the other person did not mea¬ 
sure up to their expectations. They could move in and out of 
relationships and jobs with the greatest of ease, but at all costs 
seemed to avoid anything permanent. Emotionally these patients 
had learned to live out of a suitcase and preferred a temporary 
state of mind over a settled feeling. They often had difficulty set¬ 
tling on a career, but even when they had, the shape of the career 
had a temporary quality. For them this sense of temporariness 
appeared as a virtue and a talent. They appeared so gifted they 
could do whatever they wished in pursuit of their immediate 
desires. They could attract the attention of superiors, move 
adroitly in their work, and cross the lines of various disciplines 
with relative ease. They epitomized the flexible individual, which 
led the psychoanalyst Helen Tartakoff to characterize their plight 
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as that of “the normal personality of our time.” ^ They suffered the 
illness of adaptability which, while attractive on the outside, 
meant impoverishment on the inside. 

Faced with too many choices and an excess of possibilities, 
these patients sought role experimentation as their way out of the 
commitment dilemma. They felt that by making a commitment 
they were running the danger of entering one door while closing 
many other doors. By not making a choice they ran the risk of 
prolonging their adolescence and “finding themselves” too late in 
adulthood. The solution to this dilemma was to take advantage of 
their ability to experiment with roles, to be flexible, and to prac¬ 
tice the art of duping other people, including authority figures and 
potential lovers. 

Seemingly, no better place exists for this flexible personality 
than large organizations. There are no demands for loyalty, but 
there are enormous rewards for people who are good role players, 
who know how to calculate, who can shift their stance, who adopt 
the coloration of their surroundings, and who understand how to 
play the game of control and compliance. 

A gifted young woman, armed with an MBA, set out to con- 
fi-ont the corporate world. Driven by a need to surpass her brother 
and solidify her position as her father’s favored child, she learned 
to adapt. She read the magazines for career women and dressed 
the part, stereotypically in mannish gray skirts, white blouses, and 
muted silk scarfs. She concentrated on her style of living and style 
of working, learning to be the serious contributor in group meet¬ 
ings, to submit her reports on time, and to be “one of the boys” 
during after-hours drinks and dinner. Promotions and salary in¬ 
creases came her way, and she felt she had a secure grip on the 
corporate ladder, climbing rung by rung to the pinnacle of suc¬ 
cess. 

Not long after she achieved a vice presidency, she began to 
have difficulty concentrating. Her mind would wander during 
meetings, she had difficulty focusing on her subordinates’ prob¬ 
lems, and the once easy task of completing assignments became 
struggles to meet deadlines. 

Frightened by the accompanying loss of confidence, she 
sought psychiatric help. She discovered she was in the midst of a 
rebellion against her self-imposed compulsion to adapt, to play 
roles, and to blur any latent images that felt like “the real me.” 
After an intensive period of psychotherapy, she changed careers, 
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(.^cognizing that her role playing, though successful, had separated 
f^er from genuine substantive interests that could not be satisfied 
jp her present company. The more successful she had become in 
jjer company, the more she had to rely on role playing to assure 
jjcr continued success, because the higher she moved in the hier- 
pfchy, the more detached she felt from the real work of her orga- 
pization. 

There are defenders of this adaptive type. Robert Jay Lifton, a 
psychiatrist and social scientist, made a name for himself vsdth his 
studies of survivors of the atom bombing of Hiroshima and sol- 
cliers who had been brainwashed while they were prisoners of 
’vvar in Korea. He wrote an essay about a “new kind of man,” 
capable of change and living in a state of flux. 

I should like to examine a set of psychological patterns char¬ 
acteristic of contemporary life, which are creating a new 
kind of man—a “protean man.”... We know from Greek 
mythology that Proteus was able to change his shape with 
relative ease—from wild boar to lion to dragon to fire to 
flood. But what he did find difficult, and would not do unless 
seized and chained, was to commit himself to a single form, 
a form most his own, and carry out his function of prc^hecy. 
We can say the same of protean man, but we must keep in 
mind his possibilities as well as his difficulties-The pro¬ 

tean style of self-process, then, is characterized by an inter¬ 
minable series of experiments and explorations... each of 
which may be abandoned in favor of still new psychological 
quests. I would stress that the protean style is by no means 
pathological as such, and in feet may well be one of the func¬ 
tional patterns of our day. It extends to all areas of human 
experience—to political as well as sexual behavior, to the 
holding and promulgating of ideas, and to the general orga¬ 
nization of lives.^ 

If Lifton had studied business as conducted in large organiza¬ 
tions, he immediately would have recognized the broad frontier it 
provided for his protean man. What Lifton finds so attractive in 
this prototype is the capacity and willingness to take on and dis¬ 
card roles. This role flexibiUty is harmonious with what organiza¬ 
tions under the influence of the managerial mystique need and 
what the individual requires for defensive security. Although 
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ton indicates that the protean style does not necessarily provide 

happiness, he nevertheless concludes that the style should be seen 
less as pathological and more as adaptive to the requirement of 
the times. 

Looking from the outside, Lifton made a point of asserting the 
positive side of the protean style. From the inside there is a dra¬ 
matic shift to the negative side of the flexible man or woman as 
self-absorbed, narcissistic, absorbed in an idealized self-image, and 
usually incapable of loving another person. This view suggests 
impairment of character, the lack of a cohesive self or what some 
observers call identity diffusion. With little self-understanding and 
Uttle feeling of self-worth, the individual adapts to the social mi¬ 
lieu in which he or she happens to be. This personality type 
should not be confused with the survivor, who under conditions 
of crisis has to adapt to stay aUve. The flexible personality appears 
successful, and nowhere more than in large corporations. 

The chief financial oflScer of a fast-growing, medium-sized cor¬ 
poration became the center of an argument between the CEO and 
a division president who criticized the financial officer for fail ing 
to develop automated record keeping routines and to issue timely 
operating reports. The CEO responded to this criticism by point¬ 
ing to the CFO s long hours of hard work, his earlier successes in 
developing a line of credit, and his ability to respond to the CEO’s 
special project needs. Indeed, the chief financial officer was re¬ 
sponsive to the CEO. His characteristic approach was to discover 
Mvfliere his power lay, to seek approval from the dominant power 
figure, in this case the CEO, and to set priorities in direct correla¬ 
tion to the power of his “clients.” 

The adaptive types often escape the chief financial officer’s 
plight of failing to outrun time and circumstance by leaving one 
organization to join another where the adaptive mode can con¬ 
tinue to work. It is difficult to judge from a resume if job changes 
come about as a ploy in the cover-up of identity diffused, but 
careful interviewing can reveal the real motivatioa The execu¬ 
tives bereft of a strong personal identity simply apply their adap¬ 
tive capacities to the interviewing situation. They try to manage 
the interview instead of taking an interest in the content of the 
discussion. 

In The Temporary Society, published in 1968, Warren G. Ben- 
nis and Philip E. Slater joined Lifton in seeing the adaptive individ¬ 
ual in a positive light.^ The basis for their appraisal is political 
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Bennis and Slater argue that the flexible individual is a require- 
ment of a democratic society. According to them, democracy is 
not a form of government that a society chooses, but rather one 
that evolves from a set of conditions rooted in industrialization, 
the ethos of science, and the growth of professionalism. In their 
terms, democracy is inevitable for all institutions, including gov¬ 
ernment, business, and education. 

Large organizations facing rapid technological change, com¬ 
petitive pressure, and the shift from a national to a global eco¬ 
nomic outlook must adopt democratic practices in order to 
survive. To Bennis and Slater, authoritarian structures retard the 
advance of democracy just as “great men’’ impede progress. Large 
corporations replace great men with the “solid management 
team.” 5 At the same time, the “organization man” is disappearing 
and being replaced by the professional whose commitment is not 
to helping the organization, but to solving problems. Coming from 
democratic families and educated in egalitarian and pluralistic 
schools, the new breed is a product of the scientific revolution. 
They demand open organizations responsive to changing pres¬ 
sures from within and without the organization. According to Ben¬ 
nis and Slater, these new professionals are remarkably compatible 
with their conception of a democratic system that seeks no new 
stability, no endpoint” and has no purpose but to “ensure perpet¬ 
ual transition, constant alteration, ceaseless instability. ^ They are, 
in a word, adaptive. 

Lifton, Bennis, and Slater all believe that this new type, while 
successful through adaptability, will not necessarily be happy. The 
flexible personality will feel alienated, full of psychological strains, 
and plagued by feelings of ambiguity and meaninglessness. The 
solution for this unhappiness is to cultivate a society that values 
interchangeability of people, places, and jobs, other-directedness, 
and the development of more flexible moral patterns. Bennis and 
Slater accept homogenization of people as a satisfacto^ outcome, 
provided all individuals become ipore varied in their character 
traits: “Each [individual] must have the capacity to be introverted 
and extroverted, controlled and qjontaneous, independent and 
dependent, gregarious and seclusive, loving and hostile, strong 
and weak and so on.”^ In their view, this complete individual 
represents the new norm for a democratic and orgamzational so 
ciety. 

Not too surprisingly, the model of this new personality cal 
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It narcissistic or protean—originates from the study of adolescents. 
Faced with the monumental tasks of separating from their parents, 
making commitments to other human beings and to a career, and 
reacting to the shock that time stands still for no one, adolescents 
typically engage in a period of role experimentation. This role 
experimentation often appears bizarre and ominous because of 
me rapidity with which roles are embraced and then abandoned. 
Almost all individuals engage in role experimentation; it is a natu¬ 
ral part of growth. Problems arise when the individual cannot find 
a sense of self and remains fixed in this adolescent pattern. 

In The Joke, a novel about the “paradoxes of history and 
private life, the Czech author Milan ICundera describes events 
that occurred during the adolescence of his protagonist, Ludvik, 
after the Prague spring. Role playing is Ludvik’s form of adaptation 
to the Communist party’s attempts to defeat individuality and pro¬ 
mote the dominance of the state. To demoUsh individuality, the 
party required smdents to attend “study groups” which criticized 
and evaluated each member, their dedication to Marxism, the 
state and the party. Ludvik later reflects about himself, the smdy 
groups, and his current girl friend: 

Sometimes (more in ^ort than from real concern) I 
defended myself against the charge of individualism. I 
demanded that my colleagues prove to me why I was an 
individualist. For want of concrete evidence they would say, 
“Because you act like one.” “How do I act?” ‘Tou have a 
strange kind of smile.” “And if I do? That’s how I express my 
joy. ^^ NO’ you smile as though you were thinking to your- 

When the Comrades branded my conduct and my smilp as 
intellectual (another notorious pejorative of the times), I 
actually believed them. I couldn’t imagine (I wasn’t bold 
enough to imagine) that everyone else might be wrong, that 
the Revolution itself, the spirit of the times, might be wrong, 
and I, an individual, might be right. I began to keep tabs on 
my smiles, and soon I felt a tiny crack opening up between 
the person I’d been and the person I should be (according 
to the spirit of the times) and tried to be. 

But which was the real me? Let me be perfectly honest: I 

was a man of many faces. * 

And the laces kept multiplying. About a month before 





Identity Diffused 191 


suiBiBer I began to get close to Marketa (she was finishing 

her first year, I my second) and like aU twenty-year-olds I 
tried to impress her by donning a mask and pretending to be 
older (in spirit and experience) than I was: I assumed an air 
of detachment, of aloofness; I made believe I had an extra 
layer of skin, invisible and impenetrable. I thought (quite 
rightly) that by joking 1 would establish my detachment, and 
though I’d always been good at it, the line I used on Marketa 
always seemed forced, artificial, and tedious. 

Who was the real me? I can only repeat: I was a man of 
many faces. 

At meetings I was earnest, enthusiastic, and committed; 
among friends—a provocative busybody; with Marketa 
cynical and fitfully witty; and alone (and thinking of Mar¬ 
keta)—unsure of myself and as excited as a schoolboy. 

Was that last face the real one? 

No. They were all real: I wasn’t a hypocrite, with one real 
&ce and several false ones. I had several feces because I was 
young and didn’t know who I was or wanted to be. (I was 
fiightened by the differences between one face and the next; 
none of them seemed to fit me properly, and I groped my 
way clumsily among them.)® 

Instead of navigating the hazards of adolescence and emerg¬ 
ing with a confident sense of who they are, it appears that many 
adults tnainfain these selected modes of adolescent behavior. The 
end result is the dominance of what Christopher Lasch termed 
“the culture of narcissism.” According to Lasch, modem pathology 
represents a heightened version of normality. Lasch believes th« 
every age “develops its own peculiar forms of pathology, which 
expresses in exaggerated form its underlying character stme- 
ture.’” It pays, therefore, to study the patholopcal outcomes^ 
the narcissistic personality to understand ’wdiat is occurring in e 
American culture and society. According to Lasch, the narcissisac 
type is “fecUe at managing the impression he gives to others, rav¬ 
enous providing it; unappeasably hungry for emotional expen- 
ences with which to fiU an inner void; terrified of aging and 

The patients of psychoanalysts, who are less inclined to see! 
intensive psychoanalysis as their illnesses match the requirement 
of their work, suffer from vague dissatisfactions rather than delir 
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eated symptoms. They feel vaguely dissatisfied with life, have a 
sense of futility and purposelessness, of emptiness and depression, 
and go through violent oscillations of self-esteem, in reaction to 
the opinions of others. 

As long as individuals meet with success through their capac¬ 
ity for adaptation, they may be able to disregard, temporarily, the 
feeling of emptiness by means of hard work and the admiration 
others accord them. To the extent that they can avoid the appear¬ 
ance of bizarre adolescent behavior while presenting themselves 
as quintesscntially flexible, they will not progress fi-om many of 
the conflicts of adolescence. 

There are two explanations for this perpetuation of the nor¬ 
mal pattern found in adolescence. First, it is what organizations 
encourage in response to rapidity and intensity of change. Orga¬ 
nizations need people who are flexible, can take on many roles, 
and can abandon roles without becoming disabled by a sense of 
loss. This explanation supports the view held by many, although 
with opposing value judgments, that given the circumstances ex¬ 
isting in society today, narcissism is not pathological but is normal. 

The second explanation looks inside the individual in an at¬ 
tempt to understand the narcissistic armor that makes role flexi¬ 
bility and adaptability a necessity rather than a fireely chosen style, 
as some observers claim it to be. Interpretations vary, but the most 
convincing is that fear of attachment arises from the inability to 
mourn the losses endured earlier in life. If one makes attachments 
and commitments, one becomes vulnerable to loss. The narcissist 
iwefers to feel little or nothing rather than to endure the pain of 
the losses that are inevitable. 

This fear of loss and the inability to mourn is pathological. 
But the fact that organizations and the managerial role create little 
tolerance for loss and mourning confounds the problem of indi¬ 
vidual pathology and social adaptation. The problem becomes 
clearer, however, when examining the debris these managers 
leave behind. The pathology is evident in their personal lives 
particularly as their flexibility, combined with the inability to 
commit, leaves their children burdened with excessive rage. 

This flexibility and adaptability will probably be harmful to 
organizations in the long run. With a leadership gap in business 
creativity is becoming difficult to engender and sustain. Certainly 
a^oitness and cleverness are plentiful, but these characteristics 
snould not be conftised with creativity. 
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Approaching the end of his life, a widely known corporate 
CEO toyed with the idea of writing his life story. He met with a 
psychoanalyst, who was also his ftiend, to consider how to write 
this autobiography. What began as a discussion between friends 
turned into a form of therapy in which the elderly busmessperson 
reflected on his inability to get close to his business associates, 
siblings, wife, and children. On numerous occasions he heard from 
them that he was inscrutable. He presented many faces to Ae 
world, not unlike Milan Kundera’s Ludvik, out of inner doubts 
about who he was as a man, a father, a community leader, and a 
powerful corporate head. 

Unlike Ludvik, this elderly CEO took enormous satisfaction 
from his unfathomable character. He also found it useful 
hancing his power. By keeping subordmates uncertain about 
where he stood on significant corporate issues, he allowed con¬ 
tenders to imagine they had gained his support. In fact, he seldom 
had developed positions on substantive matters. His conceptual 
abUities were modest and his analytical talents average at b^t. 
Yet, he coveted power and early in his career discovered at 
keeping a safe distance from important policy debates never r^ 
vealed his limitations, but instead accentuated other people’s need 
of him to get done what they wanted. As a result, business suc¬ 
cesses became his, while the failures belonged to 
sionally he would beUttle his abUities to associates and 
“I’m not a business genius. There are a lot smarter people than . 
His listeners would perceive this self-effacement as modesty, par 
ticularly when he made these remarks with his charactensuc 


charm. , . __, 

One day he tripped over his free associations, as he described 

to his psychoanalyst friend his relationship to his father. His fathCT 
was inept when it came to business decisions. He couldn t handle 
stress, he reUed more and more on his son, yet he was cntical, 
reluctant to praise, and sulky when his dependence on his son 
became evident. The CEO wondered what his father reaUy 
thought of him. Did his father appreciate aU that he had done m 

running the business and in leading the family? j u . 

The CEO choked and then cried as he bitterly lamented that 
he wanted his father’s praise and appreciation and never got fr t 
became clear that the CEO harbored the belief that his jwwer had 
been an UUcit prize in the never-ending rivalry with his father. Hi 
wanted power, but felt guUt over its acquisition. Consequently, h 
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had to become unknowable to others just as he was unknown to 
himself. He felt he was acting on many stages in his varied experi- 
ences wth power. Above all, he basically mistrusted his adroitness 

and felt unfulfilled despite the objective successes in his business 
career. 

Leadership and creativity have a great deal in common. Last- 
mg transformations in art, science, and business require that an 
individual accept a vision that originates from within. If the person 
feels empty, there wiU be no visions. But the creative person also 
has to understand the world as it exists and be willing to present 
a vision so that other people understand it. People who fece their 
losses rather than bypass them may be able to release potential 
CTeativity and ability to lead. They are the opposite of those who, 
like human radars, send signals out to discover what the world 
^pects from them in order for them to adapt. If business makes 
the totally adaptive personality its ideal, then there will be little • 
room for creativity and leadership. In the end organizations will 
suffer because they will exclude the individuals who live by per¬ 
sonal mvestment in work and in people. 




chapter 12 


Sttess and Power 


1 o leave office, whether as a result of a lost election, a ch^ge of 

administration, a loss of a job, or a desire for another pro ession, 
is a stressful experience because with the loss of power may go 
the foundations of self-esteem. To say this should not ^ so is to 
be naive. Anyone who has had power and has lost it kiwws the 
painful depression and rage that accompanies the loss. To make 
matters worse, there is no socially accepted way to ®oum,^ 
there are mores and rituals to help us grieve the loss of a loved 


one. 


People who lose power, in business and government, 
ence a loss of self. Who they are has become so tatertsvmed wift 
the role they played that they feel stripped of self and ^lal 
ognition. The absence of the tangible manifestations and symbols 
of power hurts. To step outside a power structure is like entenng 

a new world where no one know^ you. - 

Symbols of power help executives maintain a sense of iden¬ 
tity. Recognition from others reinforces the satisfaction dmved 
from the power based in the office a person holds^Even ^u^ 
less obvious in America than in Europe ^d 
respect are expected for a person who has considerable i^w ^ 
For example, most executives hate to fire someone and u^^y 
get a subordinate to do it They do so not oriy to avoid ^otio^ 
Lnfrontations, but to avoid being exposed to ^ 
deference to which they have become accustomed- When relm 
quishing power, either wiUingly or unwillingly, the person soon 
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realizes what living outside this atmosphere of deference is like: 
chilly, to say the least, and frightening, because it becomes difficult 
to hold on to one’s sense of self in the absence of constant recog¬ 
nition from others. 

Lee lacocca tells in his autobiography of the pain he endured 
following his separation from the Ford Motor Company.' He freely 
vented his anger at the man who fired him, Henry Ford. According 
to lacocca, before being fired, he was subjected to a deliberate 
campaign to destroy the respect that he had enjoyed as president 
of the company. Meetings were called, and he was not asked to 
attend. People close to him lost their jobs. The power structure at 
the Ford Motor Company was reorganized more than once during 
this period of purgatory to strip lacocca of his rank in the com¬ 
pany. According to lacocca, Henry Ford hired McKinsey & Com¬ 
pany, one of the leading management consulting firms, and paid 
them over a million dollars to create a new top structure called 
the Office of the Chairman and Chief Executive. This new office 
consisted of a troika of power holders at the top echelon where 
formerly there were only two. Ford and lacocca. The purpose of 
this harassment was to force him to resign, which he refused to 
do. The harassment continued over a three-year period and fi nall y 
ended only when Henry Ford, in the presence of his brother Wil¬ 
liam, told lacocca that he was no longer president of the Ford 
Motor Company. 

lacocca describes the experience: “After I was fired, it was as 
if I ceased to exist. Phrases such as ‘father of the Mustang’ could 
no longer be used. People who had worked for me, my colleagues 
and friends, were afraid to see me. Yesterday I had been a hero. 
Today I was sombody to be avoided at all costs.” ^ 

lacocca was luckier than most people who have to endure 
the stresses of power loss. He feU into the top job at Chrysler 
shorty after he was fired, and this job not only restored him to a 
osition of power, but also gave him the chance to get even with 
enry Ford and the directors who fiaUed to support him at a 
ucial time. The stresses of the Chrysler job^—of finding a way for 
e company to survive, of negotiating with bankers, government 
officials, and union leaders—^were not psychologically harmful 
when compared with the earUer stress of losing power. The sym¬ 
bols of office were his once again 

President Truman, contemplating the problems General Ei¬ 
senhower would experience on becoming president, said, “He’ll 
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sit here and he’ll say ‘Do this! Do that !’nothing will happen. 
Poor Ike—it won’t be a bit like the Army.” "' Tmman expected 
Eisenhower to experience deep frustration at how little gets done 
and how infrequently orders are followed, at least in the direct 
way they are issued. Of course, Truman did not consider that 
Eisenhower was a highly skilled politician who in his various jobs 
in the military had learned to negotiate, bargain, and persuade. He 
had had some good teachers and a great deal of on-the-job train¬ 
ing, beginning with his stint under General MacArthur in the Phil¬ 
ippines and ending as supreme commander of the allied forces, 
where he had to deal with the monumental egos of Field Marshal 
Montgomery and General Patton. 

Veterans of the ways of power are not necessarily disturbed 
by the idea that they cannot expect instant results when they 
make decisions. In the general scheme within an organization, 
they are content to be the key players. Whatever the action, being 
a key player in power relations, not getting one’s way, is what 
really counts. However, when they are removed as players, the 
action goes on without them. The loss of power damages self¬ 
esteem because the people “on the outs,” away from the action, 
continue to imagine what it is like to be there. 

lacocca reflects in his book why he endured the painfiil hu¬ 
miliations over the three-year period that culminated in his loss of 
power. Why do executives in similar situations cling to ofi&ce as 
long as possible? lacocca is straightforward in his reflections. He 
loved his job, which provided deference and respect, not only 
from his subordinates, but also from a national dealer or^nization. 
He keenly enjoyed making close to a million dollars a year. He 
thought there were no alternatives in the automobile business and 
that was where his heart belonged. 

The absence of an alternative increases the pain of losing 
power and the tendency to stay on and hope to survive. The urge 
was so strong in lacocca’s case that he even expected, or fanta¬ 
sized, that finally the board of directors would vote for him against 
the wishes of Henry Ford and diat he would ultimately win this 
power struggle. lacocca rationalized his fantasy in terms of his 
value to the company and his greater abilities as comp^ed with 
those of his rival. He later recognized that he was being naive, 
even deluding himself, because he could not bear to be taken out 
as a player in the automobile arena that he loved and knew best. 

A chief executive officer of a large company who was past 
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retirement age called in a consultant to discuss management 
succession. Among the first questions he posed was whether he 
would stop being invited to join boards and public commissions 
once he relinquished the title of chief executive officer to his 
successor, now president and chief operating officer. The consul¬ 
tant said firankly that his clout would diminish in the eyes of other 
people, particularly influential business and political figures. Over 
a number of meeting with the consultant, the chief executive 
officer began to face the psychological stresses resulting from the 
loss of power. He described what he would miss in terms of a 
game; the speed of moves, the action and the challenge of beating 
an opponent in circumscribed, and largely symbolic, conflict. As 
with many other executives who have difficulty “letting go,” the 
problem was not so much that he believed only he could run the 
business, but that relinquishing power meant that he would be 
outside the action and that the play would proceed without him. 

The stress that people ejqperience within an organization has 
the same basis as the stress fi'om losing a position. Power protects 
from stress by giving a sense of control over one’s actions. The 
lack of power is associated with a sense of helplessness, which is 
the source of feelings of stress. A young executive well on her way 
toward becoming a chief executive of a business described what 
having power meant to her and how, in securing power, she felt 
protected firom stress. Besides fulfilling her long-standing ambi¬ 
tion, to have power in a business meant that she could set and 
enjoy a pace and timing that suited her temperament. When an 
individual feels out of harmony with the pace of activity, he is apt 
to show symptoms of stress. A pace that is too slow is boring; one 
that has irregular starts and stops or is too fast is apt to create 
anxiety. The more power one has in an organization, the more 
probable that the timing and pacing match personal preferences, 
^ther people adjust to the power figure’s inclination, and what 
nay be stress reducing for the chief may become stress inducing 
or the subordinates. 

Being subject to another person’s preferences in scheduling 
can also induce stress. A chief executive may prefer early morning 
staff meetings. For those subordinates who commute, this prefer¬ 
ence means they have to meet the sunrise commuter train. Far 
fi'om complaining, the subordinates recount all the reasons why 
an early start is exactly the schedule they prefer. In feet, they are 
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rationalizing the truth that whoever is number one sets the pace 
to which others adjust. 

Another aspect of how regulating time affects stress is in the 
needs people have for feedback. The need for gratification or the 
inability to tolerate the frustrations of delayed feedback places 
pressure on the individual. Some executives live on a short tether 
to their particular ‘‘report card.” In some businesses, retailing 
being a good example, the interval between acting and knowing 
the results is brief. Executives in short-cycle businesses learn how 
they are doing in absolute terms, in comparison with past perfor¬ 
mance, and in comparison with their competitors. In long-cycle 
businesses with delivery of a product years away from the date a 
formal contract is signed (shipbuilding is a good example), there 
are no immediate results to provide esteem or by which perfor¬ 
mance can be evaluated. Why some people prefer long cycles and 
others short cycles in assessing their performance is not clear; 
there seem to be complicated psychological reasons behind this 
difference. 

To avoid stress, a person has to feel some harmony between 
need for closure and the time cycle natural to the activities within 
the organization. No amount of power can allow an individual to 
create a cycle of work not intrinsic to the situation, which in¬ 
cludes the kind of marketplace, technology, competition, and cus¬ 
toms associated with the industry. But people with power have 
the means to select their favored environment. For example, chief 
executive officers will make acquisitions or divest businesses with 
their underlying preferences in mind. 

In the United States executives in the for-profit sector rarely 
move to the not-for-profit sector, whether it be government, phi¬ 
lanthropy and social service, or academia. Apart from questions of 
skiU transferabiHty, the basic reason movement is so rare is prob¬ 
ably closely connected to predilections for pace and quality of 
time. Action moves more rapidly in the for-profit sector of the 
economy, and for people whose needs and temperament are sat¬ 
isfied by rapid action, the pace in not-for-profit organizations 
seems incredibly slow. Getting used to this slower pace requires 
a major adjustment, an adjustment that occurs only with stress. 
One of the reasons for the seemingly trivial activities that engage 
people in organizations with a relatively slow pace, including aca¬ 
demia, is to help people avoid the stress connected with waiting 
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A school committee that reviews grading standards and proce¬ 
dures will absorb much time and attention. Although the end 
result of such work is hardly important, the absorption of time in 
this collective activity seems to relieve anxiety for many. 

The idea that businesspeople do not move to not-for-profit 
sectors because of economic disincentives is not compelling. If 
economic motives are most important, why do executives in not- 
for-profit sectors fail to move to the for-profit sectors, given the 
higher money rewards in business? 

The fundamental element in temperament that seems to af¬ 
fect preferences for pace is the balance between active and passive 
modes. In a study of normal personality development conducted 
at Harvard University, one subject reported that he experienced 
stress vdien action stopped and he found himself in a passive state. 
Finding a challenge, a series of obstacles to overcome, was a nec¬ 
essary condition for a feeling of well-being. Here is how he ex¬ 
pressed his reaction to the interviewers. 

It’s always been much harder for me to be on top of the 
pile than to be down in the pUe. Once I get on top of the 
pile I don’t know what to do with myself, and I very soon 
don’t do anything, and it very soon catches up with me 
again. And I feel more at home when I’m submerged and 
when things are closing in on me, when I feel myself cor¬ 
nered. Then I sort of gird my loins and look for ways out and 
there always seems to be one. It’s a miserable way to live; I 
don’t know why I do that, but I’ve always done it that 
way.... 

There s almost nothing that I’ve done that held any even 
sustained interest for me that I was not also afiraid of It’s 
tme even in my present position. It’s true of horseback rid¬ 
ing; I love to ride, but still being on horseback often sort of 
scares me. But the general sort of situation that I find myself 
propelling myself into, whether it’s by obsession or desire I 
don’t know, is one in which I’m in the middle of a situation 
which terrifies me—not necessarily terrifies me, but 
frightens me to a certain extent—but which I can ultimately 
set to rights and get out of. I don’t know what force propels 
me into them, but I’ve always gotten in them and I seem to 
always get out of them.^ 
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A conscious distaste for passivity is easy to observe in people. 
Courting passivity is more subtle. An executive found his fortunes 
turning from bad to worse. He had trouble holding a job and his 
marriage was in jeopardy. It did not take long to discover that this 
executive wanted to be in a passive position relative to his col¬ 
leagues. He was more comfortable as an observer than as a partic¬ 
ipant and eventuaUy would get into difficulty when he foiled to 
perform in crucial situations, where other people had every rea¬ 
son to depend on him for completing important work. He was an 
intelligent and attractive individual, and it was not always clear to 
his bosses that he was on the verge of failing to perform, so that 
by the time they realized what had happened, it was too late to 
prevent serious problems. 

This executive had two options. He had to overcome his 

passivity or to find work that would be more harmonious with his 
temperament. To change his temperament would be no small 
matter. The easier course for him to foUow was to change his 
occupation. 

Hard work and activity seldom cause psychologic^ illnesses 
or stress reactions. The harmful agent for most executives is the 
feeling of helplessness that goes with a lack of action or a lack of 
power. An executive accustomed to power and a certain pace may 
be more at risk of sudden stress reactions, such as coronaries, 
when first starting a vacation than when fully occupied with his 
job. In place of the outer stimuli of work comes an inner world of 
feeUngs and fontasies that are not necessarUy pleasant. In foct, one 
of the side functions of hard work and concentration on external 
events is to mute the insistence of these inner stimuli, which come 
alive during moments of passivity or inactivity. 

Executives would be healthier and more creative if they 
learned to tolerate and even enjoy a cessation of activity. Most 
executives are so fearful of their fantasy world that they lose ex 
posure to a potentially rich source of ideas as well as a deeper 

understanding of human nature. 

The feeling of mastery can exist in all types of occupations 
and in solitary as weU as organizational work. A master mechanic 
at home with his tools is no less secure than a high-powered 
executive in a position of command. They both operate with a 
sense of mastery, are fuUy absorbed in the tasks at hand, and ar. 
buffered from the unwelcome intrusion of disconcerting and pair 
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ftii fantasies. Not so fortunate are individuals who have neither a 

skill nor a position in an organization to assure well-being. 

The conventional image of the work of an executive as highly 
stressful grew out of the assumption that executives would find it 
stressful to make decisions that involve risk and that affect count¬ 
less lives. Instead, the source of stress needs to be restated. Power, 
or being in a position to make these kinds of decisions, can be 
therapeutic. Its opposite, the lack of power and the sense of help¬ 
lessness, is often what causes stress illnesses. 

In the early 1970s the Canadian Broadcasting Corporation 
conducted a study of stress reactions that provided a unique op¬ 
portunity to examine the relationship between power and psycho¬ 
logical stress.’ CBC was the center of many political storms 
following World War II. In 1952 it was the agency authorized to 
construct and operate facilities that would bring television into 
Canadian homes in all sectors of the vast country. The technical 
and engineering groups emerged as the power centers of the or¬ 
ganization during the construction period. 

The construction period led to a deep conviction by top 
management that the way to run a successful radio and television 
operation was to centralize decisions. But as so often happens in 
large organi2ations, a successful concept became overextended 
and controlling beyond its fruitful applications. The headquarters 
office in Ottawa was oriented toward the government, parliament, 
and the secretary of state who was responsible for CBC. It was far 
in miles and mentality—from the programming (or operations) 
centers in Toronto, for the English-speaking population, and Mon¬ 
treal, for the French-speaking population. Toronto and Montreal 
were concerned about programs, including the artistic and jour¬ 
nalistic sides of broadcasting. Because of the changing conscious¬ 
ness of the French-speaking population of Canada and their new 
aspirations, the French network became a rallying point for what 
ultimately became the separatist movement in Quebec. The head 
of this movement, who was to become the premier of Quebec 
when the separatist party defeated the liberals in the provincial 
election, was a CBC journalist and producer named Rene Le¬ 
vesque. In 1958 Levesque led a strike in Montreal of French- 
speaking producers, which brought into public view not only the 
hostility between the programming centers and the policy and 
administrative center in Ottawa, but also between the French and 
English language groups in Canada. 
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The head of CBC at the time of the strike was an engineer 
named J. Alphonse Ouimet. Because of the succession of govern¬ 
ment commissions appointed to study CBC, along with the inter¬ 
nal reports generated within CBC to respond to various 
commissions, there was much information and opinion available 
to the public concerning CBC’s problems. Besides being infor¬ 
mants to the various studies, the employees were part of the pub¬ 
lic interested in the results. The exposure of CBC to constant 
public criticism was now becoming a contributing factor to its 
morale problems. In response to the mounting criticism of CBC 
from the public and from its opposing internal factions, Ouimet 
decided to bring more key executives to Ottawa where they were 
to function under his scrutiny. For example, the two network vice 
presidents, from English-speaking Toronto and French-speaking 
Montreal, were moved to the Ottawa headquarters, which became 
known as “the Kremlin.” This physical separation of the network 
heads from their people intensified the suspicion, hostility, and 
mistrust between administration and operations. 

In 1944 CBC had established a personnel and administration 
department for relieving executives, particularly in programming, 
of onerous staff and administrative details. Soon dubbed the pest 
and a^ravation” department, the bureaucracy that emerged from 
it was cited repeatedly as a deterrent to creativity in program¬ 
ming, the main product of CBC. Writing to one of the government 
commissions investigating CBC, one executive called personnel 
and administration “that fungus growth that now covers the 

whole CBC like a green mildew.” ® 

In response to the criticism, Ouimet drew an even tighter 
ring around himself and headquarters and, undoubtedly without 
conscious intent, created a fortress mentality. The enemy con¬ 
sisted not only of government bodies and the press, but also of 
CBC progr amming and operations staff. In addition, the bicultural 
split became a battleground. Headquarters harbored constant fear 
that Levesque and his groups would use the French network as a 
political tool to foster the separatist movement. 

In 1968 Ouimet resigned under fire. He was r^Iaced by 
George Davidson, a career civil servant. Davidson appointed as his 
executive vice president Laurent Picard, who had distinguished 
himself in his studies at the Harvard Business School in prepara¬ 
tion for an academic career in business education in Montreal 
The division of labor between Davidson, who was English, ant 
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Picard, who was French Canadian, approximated the classic divi- 

Sion between an “outside” and “inside” executive. Picard was to 
concentrate on budgeting, programming, and administration 
within CBC, while Davidson was to focus on governmental and 
public relations, although as president and chief executive officer 
Davidson was responsible for the whole organization. 

Davidson and Picard decided to decentralize CBC. Under this 
plan the two network vice presidents moved their offices back to 
the operations centers of Toronto and Montreal. Davidson and 
Picard wanted to close the rift between programming and admin¬ 
istration and saw the move of the network heads closer to opera¬ 
tions as an important first step. But having made this move, the 
question remained of how to influence if not control operations. 
Even though two noncontroversial executives now headed CBC, 
neither had prior experience in broadcasting, public communica¬ 
tions, the arts, or journalism. How could they gain the respect and 
support of the operations people when they were not identified 
actually or symbolically with the arts and crafts of radio and tele¬ 
vision broadcasting? 

Davidson and Picard had become aware of some disturbing 
reports of stress illnesses among key people in CBC. The reports 
included cases of the general malaise called “burn-out,” depres¬ 
sion, alcoholism, and suicide. They chose 3,000 employees in the 
top management, operations, and technical staffe as subjects for a 
study on stress. The two executives were aware of the lines drawn 
between operations and administration. Their decision to under¬ 
take the smdy visibly conveyed their concern for the well-being 
of CBC employees and their conviction that at the heart of the 
corporation was the talent and creativity of the programming 
groups. 

The personnel of CBC defined as key subjects greeted the 
itudy with enthusiasm. They believed that much needed to be 
lone to improve the conditions of work and morale, which in 
iieir perception would lead to improvements in the quality of the 
product. The information provided by interviews, questionnaires, 
personality tests, attitude surveys, and personal histories made it 
possible to measure the incidence and prevalence of stress symp¬ 
toms. Using the CBC as a self-contained universe (it was impossi¬ 
ble to draw comparisons with other organizations), statistical 
analysis isolated the locus of stress illnesses and suggested lines of 
inquiry into probable causes. The study concluded with recom- 
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mendations to reduce the prevalence of stress symptoms and oth¬ 
erwise improve the morale and productivity of the key people. 

Measuring the incidence and prevalence of symptoms was a 
straightforward task. Five syndromes (groupings of stress symp¬ 
toms) became the focus; (1) emotional distress with depressive 
reactions predominating, (2) use of medication without medical 
prescription or definitive diagnoses, su^estive of feelings of mal¬ 
aise, perhaps hypochondriasis, (3) coronary illnesses and hyper¬ 
tension, (4) gastrointestinal disturbances, and (5) allergy and 
respiratory problems. 

The analytical portion of the study produced some surprises 
and also difficulties in explaining the problems discovered. The 
syndromes were not distributed at random throughout the 
nization, nor were they a simple function of the capacity of indi¬ 
viduals to tolerate and deal with stressful events. People in 
management jobs were relatively firee of stress symptoms. People 
in operations jobs showed higher than expected quantities of 
symptoms, particularly the emotional distress syndrome. The 
technical staff, which included engineers and accountants, also 
showed higher than expected symptoms, particularly syndromes 

that involve physical difficulties. 

The management of CBC greeted the results with reserve and 
discomfort. The implication that the climate at CBC proved con^ 
fortable for management and debilitating for operations and staff 
people conceivably could have accentuated the rift between mm- 
agement and operations people. It tended to confirm the belief 
that had been expressed to the various investigatory commissions 
fh^it what was good for those in charge of CBC was not necessarily 
good for those re^onsible for generating its product. AnoAer 
interpretation of the results, one that placed management in a 
more favorable light, su^ested that management p^ple were 
stronger psychologically and could cope more readily wi an 
atmosphere that was equally stressful to all occupational groups^ 
In other words, assuming the ability to cope 'with stress is one o 
the conditions that lead to advancement in man^ement, this fact 
could account for the lower frequency of reported symptoms 
among management as compared with operations and staff. 

Careful analysis of the data indicated that the environment at 
CBC was different for man^ement than for operations and st^. 
The staff were reacting to the loss of power that accompanied m 
decentralization moves of the new administration. The operations 
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people were reacting to a sense of powerlessness that continued 
to prevail. The decentralization that brought the network leader¬ 
ship back to Toronto and Montreal was insufficient to provide 
them with the sense that “what I do makes a difference.” And here 
is the crux of what provokes stress reactions in organizations, and 
in life in general. 

A sense of efficacy, or the feeling that what a person does 
makes a difference, is the essence of the subjective experience of 
power. One response to the feeling of helplessness, the opposite 
of the sense of efficacy, is apathy. By reducing the intellectual and 
emotional energy invested in work, frustration diminishes and the 
situation becomes more tolerable than it is if the feeling of help¬ 
lessness dominates the individual’s consciousness. Whether stress 
reactions appear depends on the pemon’s ability to divert energies 
into more fimitflil activities. Interests cultivated outside of work 
prevent stress symptoms that arise from the lack of efficacy in 
work. If attention and interests cannot be easily diverted, apathy 
will mask anger, which emerges only in the appearance of stress 
symptoms. 

There is meaning to psychological symptoms, but it is often 
presented in a code language. It is worthwhile to decode the 
language to interpret what the symptoms mean. Some of the code 
reflects cultural experience. In the CBC study, for example, mem¬ 
bers of the French ethnic group tended to have symptoms of 
emotional distress; when the level of frustration peaked, the 
French Canadians tended to become depressed and anxious. The 
English Canadians manifested their distress through the formation 
of physical symptoms, such as gastrointestinal disturbances. One 
of the French Canadian executives interpreted the English symp¬ 
toms as a result of their eating Anglo-Canadian food; he asked. 
Have you ever tried their cooking?” Behind his humor lay thinly 
veiled hostility toward the other culture. The study indicated that 
French-speaking subjects were accustomed to expressing their 
emotions, de^ite being unable to rectify the situation causing 
their frustration. 

Early life experience also creates the pathways of frastration 
and the forms symptoms take. Some individuals learn early in life' 
to repress their emotions. Such individuals are more likely than 
others to use the language of bodily distress to communicate to 
themselves and others their levels of frustration and inefficacy. 
Individuals who learn to recognize and express emotions may 
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have stress reactions as severe as those of individuals who repress 

emotions. The fact that the reactions appear in emotional forms 
should not lead to the conclusion that the distress is dissipated or 
that it causes the individual no harm. To feel frustrated, helpless, 
and unable to change the situation is debilitating even if the emo¬ 
tions are recognized and expressed. To vent feelings is cathartic 
only if the person learns something and uses the new knowledge 
to make a difference in his or her life. Otherwise, catharsis is 
simply a momentary release, which will have to be repeated as the 

firustration level mounts once again. 

It was suggested in the study that to improve conditions the 
top management of CBC take a bold path and promote decentral¬ 
ization well beyond the point reached with the return of the 
network vice presidents to Toronto and Montreal. The situation 
seemed ideal to foster leadership, participation, and performance 
by organizing operations into production units staffed with the 
range of talents and specializations necessary to produce pro¬ 
grams. These autonomous production units would compete for 
funds, work under budgetary controls, and would be evaluated by 
their success in program development and performance. In a pro¬ 
duction unit, under the supervision of a highly visible producer, 
the sense of efficacy of every individual was more likely to grow 
than in their agglomeration in technical or craft categories. 

The CBC smdy challenged the leadership to deal with the 
power variable. The people who held the power and were least 
affected by stress were asked to experiment with the structure of 
power to relieve stress in others even though that experimenta¬ 
tion might lead to what they felt was a loss of power and a situa¬ 
tion that would be stressful for them. A combination of 
circumstances and fear of the unknown led top management to 
abandon the recommendations of the study. George Davidson ac¬ 
cepted the post of deputy secretary general for administration of 
the United Nations and so tendered his resignation. Picard suc¬ 
ceeded Davidson as chief executive. As a newly appointed officer, 
he was not prepared to undertake the risks of bold experiments 
with power in CBC. The study was left to languish, although from 
a scientific point of view it was successful. 

Any aggregation of people, including business organizations, 
who work together over a period of time develop a structure of 
beliefs. This structure, which the political scientist Nathan Leites 
called the “operational code” of the elite’ and the anthropologist 
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Clifford Geertz called the “world view,”® helps provide both cog¬ 
nitive and emotional support for a particular way of looking at the 
universe. According to Geertz, “[the structure sums up], for those 
for whom it is resonant, what is known about the way the world 
is, the quality of the emotional life it supports, and the way one 
ought to behave while in it.”® 

There was a widespread and deep-seated belief at CBC, for 
example, that danger lurked ahead if irresponsible people gained 
access to air waves. This behef in impending danger led to an 
urgent feeling that behavior must be controlled. The obsession 
with control superseded the goals of producing high-quality pro¬ 
grams for the Canadian audience. Eventually, this obsession also 
led to a fundamental mistrust between people responsible for the 
creative end of the business and the people entrusted with power 
to manage it. 

Or, to take another example, it was an embedded belief at 
General Motors that creative technology can lead the organization 
astray, as seen in the story of the copper-cooled engine. The re- 
^nse to the specter of danger, as Alfred Sloan recounted in his 
memoir My Years with General Motors, is to weigh heavily to¬ 
ward maintaining the instruments of coordination. The end result 
is undervaluation of technical creativity and manufacturing inno¬ 
vation. 

Identification with the power structure and belief in its sus¬ 
taining myths have a number of functions, none of which are 
described in organizational manuals or statements of policies and 
procedures. Nevertheless, these functions perpetuate organiza¬ 
tional cohesion and protect the power elite against stress until a 
crisis appears that calls into question the validity of corporate 
myths. 

Chief among the functions of myths in a corporation is to 
make people who are believers feel good about themselves. 
Through myths they develop a self-image, identify with the power 
elite, and enjoy self-esteem. As long as the mythological structure 
is in place, the believers experience little stress as they go about 
their work in the organization. But, if the structure weakens or if 
an individual does not hold to the collective beliefe, life may be¬ 
come stressful, leading in many cases to the appearance of symp¬ 
toms of stress illnesses. 

What the managerial mystique has accomplished is to 
broaden the mythological structure beyond single corporations. 
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to include those who are identified with the profession of manage¬ 
ment wherever they work. But as many executives have discov¬ 
ered in recent times, particularly in the mature industries overrun 
by foreign competition, and the banking industry with nonper¬ 
forming debts, there is no free ride. Managers traded their ability 
to deal with reality for personal security and freedom from the 
stress experienced by those people who are not identified with 
the power elite. 

One of the chief differences in the lives of those who plan 
and those who implement, between the powerholders and the 
performers, besides their vulnerability to stress is the speed with 
which reality conveys its messages. Top managers are often the 
last to know of impending problems, whereas a lowly production 
worker on the shop floor is among the first to know about quality 
problems and product integrity. People learn and change under 
the pressure of reality. But if one of the functions of coEective 
beEeft and corporate myths is to preserve self-esteem for the elite, 
thereby relieving them of stress, the abEity of the organization to 
survive is often threatened. Reality may not be able to penetrate 
the mythological structure until the corporation flounders and 
ultimately severs the bonds that unite those who foEow with 
those who lead. 
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The Substance of Leadership 


is surprising how we ignore the obvious in considering the art 

of leadership. The substance of business is business: making prod¬ 
ucts and going to market with something of value to customers. 

Books on leadership consider personality traits, situation, and 
managerial styles, but they slide over or ignore the materials that 
engage executives’ attention. Yet, these materials evoke talents 
that are particular, specialized, and essential to the success of a 
business. A marketer, for example, must understand customer 
needs and attitudes and apply technical knowledge to solve prob¬ 
lems about how to price and promote products. All of the marke¬ 
ter’s understanding and technical knowledge, however, is 
subordinate to the faculty that turns issues into opportunities and, 
when taken as a whole, describes leadership in business: imagina¬ 
tion. 

The difi&culty in relating business substance to leadership 
arises, in part, from the conventional abstractions people use to 
understand leadership. Invariably, attention turns to leadership as 
interaction, relationship, and process, rather than the substance 
that occupies leaders’ minds. Theories of leadership barely ap¬ 
proach substance with concepts such as “initiating structure and ^ 

“task roles.” For the social scientist, initiating structure implies 
that a leader issues directives, guiding people or telling them what 
to do. Acknowledging that there might be a directive side of lead¬ 
ership hardly does justice to the expectation that leaders should 
affect the content of policies and decisions. Similarly, the idea that 
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leaders perform task roles grossly understates the contributicr 
leaders make in the directions organizations take. Too much en 
phasis is given to the “social roles” leaders play to grease th 
wheels of human relationships to prevent friction. These typic* 
concepts, that purport to describe the behavior of leaders, fail t 
reach the questions of what leaders do to help make a busine^ 
successful and where leaders place their emotional investment * 
and intellectual energies in running a business. The most cursor 
observation of business shows that leaders get excited about the*^ 
work and, even if only by contagion, stimulate their subordinate*/ 
It is inconceivable that human relationships, at any level in a hier 
archy, can be positive in the absence of good work that is invoi% 
ing and demands attention. To try to build relationships or morale 
without the excitement of work is vacuous and, in the end, dc 
meaning. 

The binding of leader and led in a cooperative relationship 
depends most on the respect the subordinate has for the leader s 
ability to originate ideas, suggest solutions to problems, and 
above all, translate visions into far-reaching goals. The force a 
leader exerts has both direction and magnitude. Direction arises 
from the leader’s command of the substance of the business, re 
fleeted in the decisions that move a company forward. Magnitude 
grows in direct proportion to the leader’s emotional commitment 
to the ideas. 

Leadership in business goes beyond encouraging and guiding 
other people to seek solutions to problems. Leaders must be able 
to contribute to the substantive thinking necessary to move a 
business beyond problems and into opportunities. There are many 
aspects of substantive thinking. The marketing imagination draws 
on acuities about people’s needs and how to satisfy them with a 
product or service. This imagination is probably the most impor¬ 
tant in successful leadership because it is hardly possible to 
right about many aspects of a business if the marketing side Is 
wrong. Many chief executives who have financial imagination stil 
lack a sense of products and markets. If, in addition, their financial 
acuity leads them to the point where they fail to acknowledge 
marketing and production realities, they sooner or later cause 
trouble. They mistake the possibility of synthesizing a deal for the 
economic soundness in back of the deal. 

Attention to substance ensures a healthy enterprise. Likewise, 
people respect a talented individual who makes contributions to 
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business success. And the basis of leadership, or the willingness of 
people to invest confidence in a human being, is the respect that 
flows from one person to another. When organizations disregard 
talent and, what is worse, prevent talented people firom achieving 
positions of power, they are in the midst of decline. 

One of the problems in business today is that this obvious 
feet about the foundation underlying respect for authority has 
been forgotten. In too many instances people are appointed chief 
executive because they are good controEers or have the ability to 
get along with people. Unfortunately, good controEers do not 
make the best chief executives because they lack substantive acu¬ 
ity about marketing and manufacturing and run the business by 
the numbers, misleading themselves by equating numbers with 
reality. The numbers are at best only a partial reflection of reahty. 
As for getting along with people as a basis for leadership, rapport 
cannot overcome shortcomings in imagination. In addition, peo¬ 
ple who stress social skiEs in their style often fear the detachment 
that substantive assertion leads to, especiaEy as people compete 
over ideas. To use imagination may for a time separate an individ¬ 
ual from his or her associates and friends. But the abEity to toler¬ 
ate separation, a condition that may be essential for the play of 
imagination, without disrupting the significant bonds that main¬ 
tain authority relations is essential in leadership. 

Business needs talented people who apply their imagination 
to move an enterprise forward. To overcome a lack of imagination, 
authority figures may try to apply charm, seduction, and even 
deviousness—tactics that in the end diminish their authority. 
Leaders confident of their own imaginative capacity wEl recog¬ 
nize, respect, and draw on the talents of other people. Power 
holders who have little imagination are vulnerable to feeEngs of 
insecurity, may be threatened by other people s talents, and may 
withdraw when demands for substantive contributions are made 
on them. They often select as key subordinates people who are 
process- rather than substance-oriented. Instead of complement¬ 
ing managers’ talents, the subordinates merely echo them. What 
is worse, these subordinates tend to be politicians, leading to a rut 
in which politics, self-absorption, and status-consciousness dis¬ 
place ideas in the daily interactions between managers and sub¬ 
ordinates. 

Imagination in business is the ability to perceive opportunity. 
Some business analysts rarely think beyond what exists or con- 
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sider possibilities for new products or methods. The word oppor¬ 
tunism as generally used has negative connotations of taking 
advantage of opportunity to others’ disadvantage or in an unethi¬ 
cal way. We use it simply as the ability to perceive and act on 
opportunity, with no negative implications. As such, it is the core 
of business thinking and the application of imagination. If imagi¬ 
nation is the ability to visualize what might be from observation 
of what is, opportunism is the ability to give a vision practical 
shape. Opportunity in business, if not universally, can be ap¬ 
proached in at least two ways. It can be sought aggressively or 
awaited passively. The aggressive way is to probe and act on the 
market, in effect, to change situations to create an opportunity. 
The passive way is to formulate an image of an advantageous situ¬ 
ation containing several separate, well-defined elements, wait for 
the moment when the elements come together in reality, and 
upon recognition of that moment, move rapidly to accomplish a 
desired goal. The active and passive modes of opportunism differ 
in style, risk, and ultimately the personality of their practitioners, 
yet both are successful in business leadership. 

Take the manufacturing imagination as an example. One of 
the most important visions in the history of manufacturing was 
the concept of interchangeable parts. It is difficult to attribute the 
invention or discovery of interchangeability to any one individual. 
Thomas Jefferson saw the significance of interchangeable parts in 
his attraction to Honore Blanc’s method of “making every part of 
a [musket] so exactly alike that what belongs to any one may be 
used for every other musket in the magazine.”' Ironically, Jeffer¬ 
son, who most eloquently and passionately argued against intro¬ 
ducing manufacturing to the agrarian economy of the new world, 
was the first to promote interchangeability, perhaps more out of 
necessity than desire. The opportunity existed in the need for 
armament to diminish dependency on other nations. The means 
existed in the concept that Jefferson first recognized while he was 
minister to France in 1785. Later, Eli Whitney, who like Blanc had 
a strong manufacturing imagination, took advantage of the oppor¬ 
tunity afforded by the relatively large demand for military arms to 
promote interchangeability of parts. 

The opportunity that a large market affords has stimulated 
other visions in manufacturing besides interchangeable parts. The 
idea of precision, the manufacture of parts to meet uniform exact¬ 
ing standards, also led the way to large-scale, economical produc- 
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tioti- In turn, precision stimulated the opportunity for designing 
and making machines that would meet tight tolerances. 

Currently, the manufacturing imagination is incorporating in¬ 
formation technology to produce machines, popularly known as 
robots, which simulate human motions. Up until the invention of 
robots, the displacement of human labor by machines had been 
largely restricted to the manufacture of parts; assembly of the 
parts into finished products was still accomplished by human ef¬ 
fort. In the electronic industries the need for precision and the 
small size of the components propelled the development of auto¬ 
mated manufacturing methods. Using printed circuits, for exam¬ 
ple, provided an entirely new approach to producing components 
in electronic instruments and products. 

As with other types of business imaginations, the manufactur¬ 
ing imagination relies more on conceptualization than on crude 
experimentation. Trial and error, particularly in complex manu¬ 
facturing programs, is useless and wasteful unless the activity is 
guided by underlying theory and conceptualization. Daniel E. 
Whitney, a section chief in the robotics and assembly systems 
division at the Draper Laboratory, provided a telling argument for 
conceptualization. He pointed out that in the absence of concep¬ 
tualization, substituting a machine for a human is likely to create 
inefficiency much the way that a golfer who practices without a 
concept may develop bad style rather than an effective swing. 
Many executives view robotics as a magical solution to restore 
our competitive edge, especially vis-a-vis the Japanese. However, 
they see robotics as a solution because of a mistake in conceptual 
thinking. 

The conceptualization involved in most business imagma- 
tions begins with correct formulation of the problem. In the man¬ 
ufacturing imagination, for example, it is visualizing a totality m 
which parts and functions must interrelate. Even though the con¬ 
ceptualization is necessarily simple, it is never simplistic. In robot¬ 
ics, Whitney argues, the simple concept is to understand what 
people do (the functions they perform in relation to the total 
product and production process). The simplistic notion is to fo<ms 
on how they do it and then to find a machine that will mimic this 
“how”^ The mistake in conceptual thinking comes when execu¬ 
tives focus on “how” rather than “what” and become convinced 
that what people do now, the robots will do. The move from 
focusing on a “how” to a “what” is a shift from the particular to 
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the conceptual. And this shift is characteristic of business leader¬ 
ship, no matter what type of imagination is being applied. 

While designing the car that became the Model T and plan¬ 
ning its production, the elder Henry Ford used conceptual think¬ 
ing, despite his later tendency to concretize. He had a vision of an 
automobile that would meet the needs of the farmer. The car had 
to be simply designed so that the owner could easily repair it; it 
had to be reliable; and it had to sell at a price the customer could 
afford. It was to be an automobile for the “little guy” in the United 
States, not for the “rich guy” for whom automobiles had been 
designed until Henry Ford came along. 

A concept is alterable, and the concept of a product is there¬ 
fore subject to infinite manipulations, a fact that can be dangerous. 
Because conceptual thinking is so flexible, it may never come to a 
conclusion and therefore never result in a salable product. Never¬ 
theless, the extreme of concrete thinking—thinking, that is, focus¬ 
ing on a particular object as it currently exists and functions— 
leaves no room for contemplation and change. The failure to 
change associated with overly concrete thinking is a more wide¬ 
spread danger in business than the failure to close associated with 
conceptualization. Usually, people in business who do concep¬ 
tualize are at the same time driven by the desire to see their vision 
become reality and the desire to profit from their efforts. Conse¬ 
quently, they are able to close and to bring their conceptualization 
into a form that will have economic value. 

Imagination in business is not the same as creativity. Imagi¬ 
nation may be relatively scarce, but creativity is even scarcer. If 
business leadership depended on genuine creativity, we would be 
in a predicament of great demand and little supply. Fortunately, 
business imagination and creativity are different. In all its forms— 
manufacturing, financial, marketing—business imagination is 
largely imitative and applied. It works on discerning and formulat¬ 
ing problems based on need. It searches for solutions based on 
experience and analogy, without necessarily altering thinking in 
some major way as creativity does. While it may not be creative, 
strictly defined, it still is an exciting and important mental activity. 

Soichiro Honda, founder of the Honda Motor Company, loved 
motors both as a concept and as a product. He did not invent the 
internal combustion engine, but he perfected it. Anyone visiting 
Tokyo in the late 1950s found the air foul and almost unbreath- 
able. Recognizing the need for cleaner engines in congested cities. 
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Honda developed emission controls. By the 1980s emission con¬ 
trols in car engines had helped improve the air quality to the point 

where, even during the hot summer months, Tokyo is a pleasant 
city. With no formal education in engineering, Honda appUed a 
technical and manufacturing imagination that was driven by a 
sense of esthetics in form, motion, efficiency, and design. 

Hisashi Shinto restored the IHI Shipbuilding Company after 
World War 11 and later became chairman of the Nippon Telephone 
& Telegraph Company. The story of how he prepared IHI for the 
postwar surge in shipbuUding illustrates how concepmal thinking 
solved an immediate business problem while helping to solve 
broader problems such as unemployment and the threat of total 
destabilization of the Japanese postwar economy. Mr. Shinto had 
been elevated to head the IHI foUowing General Douglas Mac- 
Arthur’s purge of wartime industriaUsts at the start of the military 
occupation of Japan. Mr. Shinto faced the grim situation of leadmg 
a company without work but with the need to maintam some 
semblance of order and continuity in a demoralized nauon. Ita- 
stead of acting out of panic, Mr. Shinto decided to thinlc His 
thinking began with the observation that Japanese shipbuilttog 
practices were inefficient and lacked cost advantages other an 
labor rates. Although there were no existing orders for ships, Mr. 
Shinto believed that an opportunity awaited him and his company. 
Commercial shippers, sooner or later, would need new vessels to 
replace aging merchant fleets. He determined that his company 
would be ready with a cost-competitive product when die oppor¬ 
tunity arrived. To develop an efficient method of shipbuil g t 

would make his yard highly competitive, he conducted a study ot 
ShipbuUding practices. He sought an analogy and found one m the 
experience of the United States aircraft industry during World 


War II. , . 

Prior to the war aircraft had been custom-buUt one by one at 
a central site. When President Franklin D. Roosevelt set a produc¬ 
tion goal of 50,000 planes a year, aircraft manufecturers recon^- 
tualized manufacturing and developed modular construction. The 
product is designed in such a way that it can be broken down into 
modules or major units, and the modules are buUt at s^^ate sit« 
specializing in a particular module. The modules are delivered to 
an assembty site, where, with good control of inventon^ 
production schedules, the final product can be budt speedily 
without interruptions, avoiding problems bound to occur if there 



220 The Cure: Leadership 


are large numbers of workers engaged in many assembly opera- 

tions at the final site. 

Mr. Shinto applied the concept of modular construction to 

shipbuilding. The application required the careful examination of 
product design to determine workable modules and the training 
of supervisors and workers to use the new approach. When Daniel 
Keith Ludwig, an American entrepreneur and shipper, came to 
Japan looking for inexpensive ships, Mr. Shinto and IHI Shipbuild¬ 
ing were ready to meet his needs and, of course, to provide em¬ 
ployment in the use of production capacity. 

The point could be made that IHI was fortunate in the ap¬ 
pearance of Mr. Ludwig. The real point is that all the good fortune 
in the world would have been useless if the company had not 
been prepared to meet the needs of its customer as a result of the 
application of the manufacturing imagination. Mr. Shinto provided 
substantive direction, which is another way of saying leadership, 
by involving himself directly in the transformation of technical 
practices in his company. Obviously, he had the technical grasp 
to carry out his self-imposed task. Even though he used the re¬ 
sources other people provided, his attention, and that of the entire 
organization, never wavered from the vision he had established 
for the company. 

There is a small, but interesting, postscript to this story. Avon¬ 
dale Shipyards, an American company, conducted a study on labor 
turnover and absenteeism. The study supported Avondale’s intui¬ 
tive realization that to compete successfully, the yard had to op¬ 
erate with fewer employees at varying levels of production. 
Inordinately high rates of labor turnover and absenteeism added 
considerably to the yard’s productivity woes. Modular construc¬ 
tion promised increased productivity and better wages and work¬ 
ing conditions for a smaller but permanent cadre of employees. 
The Avondale management wisely turned to IHI for consultation 
even though, conceptually, the Japanese method of shipbuilding 
originally had come from the United States. 

Opportunism, governed by conceptionalization, is also char¬ 
acteristic of another imagination important in business leadership. 
Indeed, the financial imagination is a study in opportunism. Ac¬ 
cording to the theory of efificient markets, the exchange of infor¬ 
mation soon brings price and value into equilibrium. But for the 
financial imagination, the condition of disequilibrium, or the pres¬ 
ence of an anomaly in the marketplace, provides the opportunity 
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for advantage and gain. For example, when the price of a stock is 
well below the value inherent in assets or future stream of earn¬ 
ings, that anomaly leads people with the financial imagination to 
act. The epidemic of takeovers and mergers of the 1980s is a 
direct result of a major disequilibrium between stock market val¬ 
uations and asset and earnings valuations. For companies in the 
business of making and selling products, as well as investment 
banks that profit from making deals, anomalies in valuations pro¬ 
vide opportunities to acquire plants, customer bases, and new 
products by making acquisitions of undervalued companies. 

Another type of anomaly in product types of businesses exists 
when a business unit has an unrealized potential as a result of 
management errors. Corporations with losing divisions will seE 
them to other companies to eliminate businesses that are a drain 
on their earnings record. A company confident in its abEity to turn 
around someone else’s loser will be able to acquire businesses at 
reasonable or even bargain prices. If successful, the acquirer wEl 
improve its earnings record and return on investment. The key in 
this type of transaction is for a firm to understand its own compe¬ 
tence and to be able to discern opportunities below earnings 
potential because of problems inherent in running the business. 
To make such acquisitions requires, in addition, the abiHty to 
conceive methods of financing that take advantage of particular 
opportunities in the financial markets. “Structuring” deals is a tal¬ 
ent in short supply and for which investment banks, and their 
cEents, are wiEing to pay a hefty price. This abEity is also found 
frequently among the top ranks of manufacturing and service cor¬ 
porations. The financial imagination requires an acuity in assessing 
and dealing with risk. 

Dealing with anomaEes in the financial market is not sheer 
gambEng, even though risk is involved. Financiers usually have a 
plan that enables them to bring underlying values to the surface. 
The plan may include seEing assets to other companies or spin¬ 
ning off business units from the main body of a corporation while 
retaining those units that the acqufrer beEeves bolster the surviv¬ 
ing company. In some cases the assets retained may cost little 
after taking into account the money realized from the various sales 
and spin-ofife. 

Perhaps the financial imagination is little more than a sophis¬ 
ticated version of everyone's search for a bargain. The aspect o^ 
the financial imagination that may go beyond bargain hunting 
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the ability to visualize in advance the various ways in which 
money can be made in a deal. Corporate raiders who have little 
inhibition in making hostile tender offers have honed this ability 
to a fine edge. They can make money if the tender offer is ac¬ 
cepted, and they also make money when the target chooses to 
buy out the raider’s holdings in the practice called “greenmail.” 

Financial imagination is an exercise in finding information 
and from that information discerning the existence of anomalies. 
Investment bankers spend huge sums uncovering and anal ysing 
information in hopes of discovering disequilibria in markets. 
While they can gather much from reading company reports and 
SEC filings, people with financial imagination also mine relation¬ 
ships. And, to know and be known in the ranks of the high and 
mighty provides access not only to information, but also to partic¬ 
ipation in deals. 

In his biography of Andre Meyer, Cary Reich described Mey¬ 
er’s obsession with keeping in touch.^ He would chastise people 
for not coming to see him or calling him. From a psychological 
persjjective, this obsession would appear to be a craving for affec¬ 
tion and admiration from his important friends. However, the psy¬ 
chological motive (assuming there is some truth in this 
interpretation) reinforced a more obvious rational motive. To lose 
touch and drift away from the flow of information is disastrous to 
a financier. The reason people in high places associate with power 
holders and engage in blatant name dropping is less to bolster 
insecurity and to gain status than to show they are part of the 
information network and, therefore, should not be excluded. 

Financial people thrive on partnerships. By entering into part¬ 
nerships they not only gain access to deals, they also ensure they 
will maintain their position in the power and information net¬ 
works. One cannot for long expect to be invited to participate in 
other people’s deals without reciprocating the opportunity. Part¬ 
nerships also have the advantage of spreading the risks of apprais¬ 
ing information before making an investment. People with 
financial imagination, whether real or fended, are often arrogant. 
They feel they know it all and therefore reject the advice and 
opinion of others. But getting and giving advice and opinions are 
skills. They require acuity and charm, tough-mindedness and tact, 
and the desire to make money without greed. Some claim that 
charm is the larger part, but charm soon becomes meaningless if 
the substance of the transaction fiuls to pay off. The ability to 
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discover and recognize anomalies takes first rank in making up the 
financial imagination. 

People with financial imagination use their acquisitiveness as 
a personal report card. To amass a formne is testimonial to the 
person and directs others in reckoning with him or her. And the 
purpose of accumulating money is not necessarily to consume. 
Giving money away creates better standing than does conspicuous 
consumption, which can be taken as lack of discipline and a cause 

to doubt the person’s reliability. 

Financial acumen in business leadership has been historically 
a cause for controversy. Its excesses, apparent most often as spec¬ 
ulation, have been implicated in social disasters such as economic 
depressions. In many cases the financial imagination overreaches 
and is impervious to restraint. The rise in corporate debt in the 
mid-1980s as a result of leveraged buy-outs and the merger mama 
deserves careful study as a possible result of the excesses of the 


financial imagination. 

In the early 1980s an opportunity presented itself when the 
strength of the U.S. doUar made lai^e sums of money avaUable for 
investment. A new corporate finance vehicle appeared, popularly 
known as “junk bonds,” and a spate of takeovers and conversions 
fi-om public to private corporations absorbed much of this excess 
money in the American investment scene. Although junk bonds m 
corporate finance produced great activity on Wall Street ^ 
corporation boardrooms and made large sums of money for m- 
vestment bankers, serious questions have been raised about e 
economic value of this frenzy of financial maneuvering. Do the 
moves make corporations stronger? Do they enhance the compet¬ 
itive position of United States industry in the world maAets 
against the aggression of Asian and European companies? ^ they 
add jobs to the economy and promote the well-being o e pop 
ulation? Or, do they simply make the rich riqher? 

The politics and economics of the 1980s have tried to render 
these questions beyond debate. According to the principles of the 
free market, oppormnitj^ exclusively should govern behawor. 
Whatever excesses occur will lead to adjustments. Even though m 
the short term some people get hurt, in the longer term e mar¬ 
ket activity leads to the greatest good for the greatest num^r_ 
Therefore, the ethical questions that arise concerning e n o 
leadership offered through the financial imagination are for the 
most part, resolved in economic terms. The exception, of course 
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occurs when people engage in fraudulent activity. But here, the 
redress is in the law and not in the revision of free market princi¬ 
ples. 

This free market argument, whether applied to the financial 
imagination specifically or to business leadership generally, is not 
entirely satisfactory. Government regulation or control on both 
pragmatic and philosophical grounds is not the solution either. 
The problem of excesses in the display of the financial imagination 
seems to lie in the character of people who seek power. Strikingly 
bad judgments in business decisions have often arisen from the 
financial imagination. Perhaps, in all fairness, it would be more 
accurate to criticize the misapplication of financial opportunism 
rather than the financial imagination itself. The best practitioners 
of the financial imagination are not oblivious to social and eco¬ 
nomic risk. 

Heads of corporations tend toward bad judgment when they 
allow bankers, who are less than discerning when they have a 
great deal of money to lend, to feed their aggressiveness by urging 
companies to take out large loans. The incentive to put out money 
overcomes judgment on the part of both the banker and the busi¬ 
nessperson. Also there surely is an element of greed at work. 
When a financial person sees the chance to make a killing, it is 
difficult to get him or her to exercise judgment and restraint. This 
deficiency is particularly the case in the type of opportunism that 
is compelled to probe for opportunity rather than wait for it to 
occur. The probers chum and make deals for their own sake; 
witness the activity of the promoters of conglomerates such as 
Harold Geneen, who seemed to dread the sense that he was not 
making things happen. Perhaps besides greed, there is an element 
of fear of passivity, of not being in control and even, ultimately, of 
being victimized by circumstances. The opportunists who know 
how to wait, as well as to deal, seem less vulnerable to greed and 
to the pressures exerted on them by the financial community. 

The marketing imagination is the premier imagination in busi¬ 
ness leadership. A careful study of the manufacturing and the fi¬ 
nancial imaginations at work would show strong presence of a 
marketing sense in both. Like the other business imaginations, the 
marketing imagination involves opportunism and the analysis of 
information to discover anomalies. Like people with financial and 
manufacturing imaginations, people gifted with the marketing 
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imaginati on do not shy away from imitating or adapting old les- 

sons to new circumstances. 

The feature that sets off the marketing imagination from other 
types of business acuities is empathy. The marketing imagination 
is intuitively attuned to consumer feelings, needs, and desires. 
This empathic capacity exists in industrial as well as con^mer 
businesses. The marketer is concerned with customers’ problems 
and solutions to those problems. Hiis orientation toward other 
people’s problems frees the mind of attachments to parucular 
products and services. It focuses instead on what the customer 
needs to solve a problem in a more effective and economic^ way. 

A business executive described how she uses the marketing 
imagination to explore the problems of customers she might like 
to serve. She makes it a practice to read many general newspapers 
and magazines as weU as those more closely related to her type of 
business. When an article about a company or advertisement for a 
product catches her eye, either because it is in direct line with 
her company’s work or because she senses a connection, she may 
call the head of the company that interests her. She asks questions 
related to how the company is now being served and sug¬ 
gests Unes of exploration of possible mutual advantage. This tele¬ 
phone conversation may lead to further exchanges of ormation 

and, in a reasonable number of cases, to new business. 

Clearly, the person at the other end of the telephone ^ 
responds to this businessperson’s knowledge and expenence. But 
there is also a human quality that encourages responsiveness and 
further communication. Through her acuity, she easily conveys 
her understanding of the potential customer’s situation and en¬ 
courages a bond of interest and mutual consideration. Perhaps this 
appears as merely good salesmanship, but something more is a 
work here in the combination of keen observauon, mteUccti^ 
curiosity, technical knowledge, and the desire to 
based on the sense of what the customer may need. The inte 
change results in both parties’ learning some * g an ea 

interest in further exploration. jjctont tn 

Most chief executive officers feel too busy “ 
make “cold” calls. How do these executives keep 
the pulse of the marketplace and sense the 
tomer? Not from reports or operational 

written reports and the numbers contained in them are the center 
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of attention, but from the empathy of the marketing imagination 
that permits flexibility in defining whose needs are at stake in a 
business relationship. It is not always obvious and should not be 
taken for granted. Mary Kay Ash built a cosmetics business pre¬ 
sumably with products to serve the needs of women who were 
concerned about skin care. But there was another constituency 
with needs, and it played an important role in the success of her 
business. It consisted of women who, for a variety of reasons, 
needed flexible work hours, and could work out of their homes. 
Mary Kay Ash did not invent home parties as a medium for mar¬ 
keting and sales; Tupperware and Avon had used the approach 
successfully before her. But imitative or not, Mary Kay Ash made 
the method work for her company by providing large compensa¬ 
tion and incentives for “beauty consultants” to recruit and train 
others. The consultants are not simply salespeople; they are 
trained to instruct women in skin care and to use the home parties 

*^^^onstrations. Of course, they sell products during these 
demonstrations, but the method of selling involves instruction and 
social stimulation. The consultants are offered high incentives to 
learn their job and to pay attention to their customers. 

The Mary Kay Ash program was so carefully attuned to two 
constituencies, the women who bought the products and the 
women who wanted to work, that it expanded rapidly. At its peak 
over 130,000 beauty consultants were providing services and 
products to a significant multiple of their number. 

The role of empathy in the marketing imagination differs fi-om 
its role in the dynamic psychotherapies, where the critical feature 
in inducing change in the personality of patients is the ability of 
the therapist to, in effect, see through the eyes of the patient in 
order to understand, clarify, and interpret conflicts and defenses, 
"niis procedure occurs in an intensive one-to-one relationship. 
Empathy in the marketing imagination is seldom intensive and 
isually involves extrapolation from a single case to a large popu- 
ation. No one understands how this extrapolation proceeds nor 
the base from which it takes place. It seems apparent that there 
are a number of intricate steps fi-om observing needs not currently 
satisfied to formulating a marketing concept. Empathy plays a crit¬ 
ical role in this mental activity. 

In 1983 J. C. Penney announced dramatic changes in its mer¬ 
chandising, customer orientation, and image. Donald V. Seibert, 
chairman and chief executive officer, interpreted the company’s 
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weakening profit performance as early indicators that m^s mer¬ 
chandising and shopping malls were detrimental to J. . 

Rather than await further indications, the company moved to dit- 
ferentiate itself from Sears and K Mart by abandoning hard \mcs 
and automotive centers to concentrate on becoming a ^ ion 
center. The imagination that drove this plan began wit o serva 
tions such as population shifts, heightened fashion con^iwsne^, 
and the new affiuence of the American middle classes. In the pop¬ 
ular culture of the 1970s consuming became a way of expressmg 
the pleasure principle, and no better expression e^sted than 
clothing and home furnishings. The company planned « spend 
more than $1 billion to support the new program. It intended to 
invest heavily in store modernization to project the new im^e 
feshion. In 1984 it carried out a store promotion with the theme 
“A Salute to Italy,” tying Italy’s fashion reputation to the store a^ 
its aim of providing “something unique in fashion, styling, qu ty, 
and design sensitivity.’” Other fashion promotions 
sive arrangement with the designer Halston shar^ned t^ im^e 
of the company in soft goods merchandising. In November 1985 
it scored a coup in arranging for Prince Clmles m 
to visit the Penney department store in Spnngfield, Vir^a, m 
conjunction with the company’s promotion of British 

Seibert’s dramatic move was not without Precedent 
history of J. C. Penney. In 1957 then Vice President WiUiam (Mel) 
Batten chaired a committee that recommended ^d 

image of the company’s stores. It specialized m 
had, more or less, a rural image. Batten and his committee rec 
ommended that the company introduce hard goods, ^ 
lawn furniture, and automotive centers 
with Sears. Ihe change in the early 1980 ® reversed 
back to soft goods, but this time at a level 
bore Uttle resemblance to the J. C. Penney of its 
close associate, Earl Sams. Mel Batten had been a 
executive with Penney and had drafted a J" 

company’s position in the market and its prospects in th ^ 
population shifts and dispositions of the choppers md d^ 
hZ The headquarters’ leadership was so 

brought Batten to headquarters, backed his recommended inov^, 
and ultimately ^pointed him chairman and chief execu iv 
Te?. tc ch Jge^i^ highly successful, ^t 

pany dogma. Instead, dogma, if it existed, was 
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serving the consumer in a way that differentiated Penney from the 
pack. 

The boldness of the moves and the integrated plan for achiev¬ 
ing change are indicative of a marketing imagination at work in 
the highest levels of power in the corporation. Regardless of 
whether in the long run Penney’s actions prove successful, they 
demonstrate a number of ideas about corporate leadership. First, 
corporate leadership is substantive. It involves ideas about what 
to do rather than about how to do things. Second, it involves 
vision, or what can be termed substantive imagination, that pro¬ 
jects a company's future. Third, if a vision is worth risking energies 
and resources, leadership has the staying power to see the vision 
to its conclusion. 



chapter 14 


Personal Influence 


in its pure form management mystique is a denial of persond 
influence. At every level of the hierarchy power is impersonal. 
Thought and action are directed by some structure, system, or 
procedure, not an individual. The choice of which actions are 
taken, which behavior is sanctioned, and which relationships are 
encouraged is derived from a process. Policies and decisions are 
justified by the legitimacy of the process, not the personal mv^t- 
ment of an authority figure. It is striking that the ultimate test of a 
decision, its efficacy in the market, is beside the point and that no 
individual is accountable for decisions’ success or failure because 
it is the process that produces them. If they turn out well, then 
the process is reinforced; if they turn out poorly, then no one is 
directly responsible. The fault is in the process, which must then 
be corrected. Accountability is by necessity diffuse and commit- 
merit low key, if not absent. 

Along with substance, imagination, and talent, person^ influ- 

ence in leadership deserves careful attention. To form a leadership 
compact in business, with superior and subordinate persoi^y 
committed to the actions taken, requires complete undemtmdmg 
of the forms of personal influence. The forms are not all al^e m 
motivation and, consequently, have different effects on subordi¬ 


nates and organizations. 

Social psychology generally defines influence as a a 

relationship between individuals with unequal power. TOt does 
the power figure do or say that results in altering the behavior of 


229 




2^0 The Cure; Leadership 


the other? Actually, the power figure need not even be present for 
influence to occur. Psychologists have long studied a mechanism 
called identification in which the ideas, beliefs, and values of one 
person are incorporated into the mental attitudes of another. 
Through these attitudes the influence one person has over another 
persists. 

Relationships between two people are often asymmetrical: 
One individual (the adored) exerts exceptional influence over the 
other (the adoring). That influence directs change in the adoring 
in anything from opinion to interests to tastes. Similarly, a parent 
exerts enormous influence over a child, not only because of the 
real dependency of the child, but also because of the child’s need 
to maintain an image of the parent in a superior position for a 
sense of protection. Children attribute power to their parents and 
in doing so borrow strength for their fragile and newly forming 
egos. 

Friendships are built and maintained on common interests, 
but once established offer opportunity for influence. Before it 
became popular to seek professional counseling for personal prob¬ 
lems, friends would seek one another out, sometimes to ventilate 
pent up feelings and other times to get advice. Thus the bonds of 
friendship strengthened in the mutuality of aid and comfort and 
increased the possibility of influence. 

Personal influence also occurs in alliances, which may con¬ 
tain elements of firiendship, but are based on obligation. Alliances 
exist in politics where there are purposes beyond the spontaneous 
satisfactions of friendships. As the British journalist Henry Fairlie 
observed, alliances are built upon the tradition of amicitia in 
political relations.^ Amicitia is a relationship built on mutual ob¬ 
ligations in which power figures agree explicitly or implicitly to 
protect each other’s interests. To maintain alliances through ami- 
zitia, all members of the alliance must demonstrate that they are 
:apable of recognizing and fulfilling their obligations to act in one 
mother’s interests. 

Unlike the bond of trust, amicitia is not open-ended or un¬ 
conditional. Implicit in amicitia are the conditions that people 
accept obligations and are committed to their fulfillment, but 
never to the degree that one person in the relationship will expect 
the other to endure harm and neglect self-interest. Obligations are 
mutual, and therefore one member does not ask for conduct that 
will create an imbalance. 
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According to Fairlie, amicitia as applied to politics derives 
jfrom the character of the official, particularly, 

in the connection which he makes between the ideals and 
the realities of political life; in the nature of his relationships 
with political friends and of his dealings with political rivals; 
in the manner in which he returns to the people the trust 
which he invites them to bestow on him; in the sense of the 
dignity of his office, and reinforcement of it from day-to-day 
with his own dignity; above all, in his awareness that he is 
the focus, not only of power but of affections, not only of 
interests but of loyalties, not only of anxieties, but aspira¬ 
tions, not only of functions, but of ideals.^ 

Amicitia is neither pure calculation nor pure emotion, but 
combines the two so that personal and mutual interests broaden 
as they coincide. Obligations are fulfilled and aims expand as in¬ 
dividuals change. The relationship is both personal and utilitarian. 
One of the factors underlying the success of real estate devel¬ 
opment firms such as Trammell Crow is the practical application 
of amicitia. Liberal compensation plans, which include equity 
participations in proportion to contributions to the firm, are usu¬ 
ally sufficient motivators to keep developers working hard and 
creatively. But beyond the accumulation of equity, gifted devel¬ 
opers stay on because of obligations incurred as they learn their 
craft and ascend the hierarchy. Recruited directly from graduate 
business programs, apprentice developers learn from experienced 
developers who, like themselves, began with little background in 
the field. Obligation is strengthened by the money incentives to 
remain with the firm to vest their equity interests. Early depar¬ 
tures result usually in severe financial penalties. This combination 
of money and obligation is the basis for the modem version of 
amicitia. 

While it can work well in enterprises based on explicit o 
implicit partnerships, the durability of the arrangement deper 
on leadership. Trammell Crow is a charismatic figure who elic 
loyalty and commitment at the same time he offers the promise 
accumulating wealth. But for the arrangement to endure requires 
generating new leadership. Amicitia falters when the hold of the 
charismatic leader weakens. Without the transfer of power to 
other strong leaders, the sentiments supporting amicitia disap- 
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pear and turn into envy, rivalry, and outright conflict. Substituting 
committees for leadership often sets in motion the forces of decay, 
which become evident as key people feel released from their 
bonds of obligation and depart. For example. First Boston, the 
investment banking firm, lost Bruce Wasserstein and Joseph Per- 
ella, two of its most prominent merger and acquisition partners, 
who formed their own partnership with the expectation of con¬ 
trolling their own fate and increasing their personal wealth. 

To suggest that amicitia can work only in entrepreneurial 
partnerships and not in corporations is short-sighted. The H. J. 
Heinz Company experienced remarkable success under the lead¬ 
ership of Anthony O’Reilly, its chairman, president, and CEO/ 
Return on equity in Heinz increased from 14.6 percent in 1978 to 
24.6 percent in 1987, well above the average in the food industry. 
Top executives at Heinz have little hesitation in attributing the 
company’s outstanding performance to O’Reilly’s leadership, 
which created amicitia through strong personal commitment and 
highly lucrative compensation. Executives earn large cash bo¬ 
nnes through performance and equity participation in a generous 
stock option program. Speaking to a New York Times reporter, 
Paul I Corddry, senior vice president and twenty-four-year Heinz 
veteran said, ‘‘Tony [O’Reilly] sets tough goals, but they are con¬ 
sistent, unambiguous, and fair. You couple that with ownership, 
and what you’ve got is a turned on, motivated, and congenial 
crowd of managers.” David W. Sculley, president of Heinz USA, 
who has been with the company for fourteen years, added, ‘Tony 
is very competitive, and his scoreboard is the bottom line. But he 
is also motivated by firiendship. He’ll go that extra mile for people, 
so we’ll go that extra mile for him.” 

Personal relations, ranging from love to alliance, can be differ¬ 
entiated according to the presence or absence of authority. Psy- 
:hiatrist Jacob Moreno, a pioneer in sociometry and psychodrama, 
iemonstrated the fiindamental rift between relationships built on 
Luthority (work) and those built on intimacy (play). In his exper¬ 
iments he asked his subjects, young girls in a residential home, 
with whom they preferred to work and play. One of the rules 
Moreno followed to give weight to his experiments was that 
choices were not to be hypothetical, that is, work and play groups 
were to be formed based on the results of the test. Moreno found 
that his subjects chose different people for work and for play.^ 
Studies of kinship in preliterate societies reveal the same sep- 
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aration of authority and intimacy. In patrilineal societies, where 
authority flows from the father, the relationship between father 
and son is distant and respectful. The need for intimacy between 
a young male child and an older man is fulfilled in the special 
position of the mother’s brother, who is friend, counselor, and 
helper. Both father and mother’s brother influence the male child, 
but their influence is based on different relationships that satisfy 
different needs. The influence of the father is that of a model; the 
influence of the mother’s brother is that of an older friend. 

The presence of authority arouses a mixture of feelings, rang¬ 
ing from respect to fear, but not necessarily including warmth and 
liking. Often, the task subordinates face in working with authority 
is to establish a tolerable distance in the relationship. To be too 
distant is to lose the benefits of learning; to be too close is to 
arouse the feelings that affect the relationship. The relationship 
between authority and subordinate stirs strong, ambivalent feel¬ 
ings in both. It is difficult to hide strong feelings, whether hostile 
or friendly, and their presence may endanger the relationship. For 
example, many authority figures have difficulty accepting negative 
feelings such as the envy that may accompany a subordinate’s 
competitive strivings with authority. In the extreme, young peo¬ 
ple with strong ambivalences to authority will keep distant, even 
to the extent of “dropping out” of society. It is not that they 
cannot benefit from the knowledge and experience that authority 
figures may have to offer, but that they cannot cope with the 
strong conflicting emotions aroused in the presence of authority. 

A leader who arouses strong positive emotions and can influ¬ 
ence belief and behavior is said to have charisma. Much has been 
made of charisma in the popular Hterature and the press since 
John F. Kennedy’s presidency. The fact that certain types of lead¬ 
ers evoke adoration and reverence is incontestable. The idea that 
a leader must be adored has now become so popular that it is 
almost a requirement that politicians take lessons in how to be 
charismatic before they seek public office. 

The term charisma originated in theology and means a d 
vinely inspired gift or power, such as the abihty to perform mir: 
cles.”^ Sociologist Max Weber adopted the term to distinguisi. 
legal authority from the authority attributable to the special pow¬ 
ers of an individual to inspire others.^ In psychological terms the 
charismatic effect results from the incorporation of the revered 
figure into the psyche of followers. For Freud, this incorporation 
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followed patterns laid down in early childhood. He suggested that 
the basis of group cohesion exists in the identification with the 
leader; the stronger the identification, the more cohesive the 
group.® Although it is common to make an analogy between 
the charismatic leader and the father, studies of charisma suggest 
that a more powerful charismatic effect occurs when the leader 
appears to symbolize mother as well as father. The mystery asso¬ 
ciated with the early maternal figure is transferred to the leader 
who evokes the same adoration the infant bestows upon the good 
and giving mother.^ 

The degree of influence leaders wield depends on their per¬ 
sonal qualities, how followers respond, and circumstances. Sub¬ 
ordinates amplify the characteristics they find necessary and 
appealing in a leader. Followers not only act in accordance with 
the directives of the charismatic figure, they also adopt values and 
beliefs to support their conviction that the leader is endowed with 
special gifts. 

Studies of followers of charismatic figures in cult groups have 
shown them to be emotionally disturbed and alienated; they feel 
helpless to change their lives.*® Their dependency makes them 
exceptionally vulnerable to distorted beliefs. Occasionally, follow¬ 
ers lose the capacity to judge right from wrong and are willing to 
kill or take their own lives^—^witness the Manson gang and the cult 
of the Reverend Jones. The experience with some charismatic 
leaders, such as Adolf Hitler, seems more than enough to warrant 
the greatest mistrust of the emotionalism such figures may en¬ 
gender. 

Most of the knowledge available about charisma comes firom 
the study of political figures. These studies suggest that the char¬ 
ismatic effect is most likely to occur during crises. The charismatic 
figure promises a solution to the crisis. If the charismatic’s pro¬ 
gram realizes early successes, such as the Ayatollah Khomeini’s 
mccess in fostering the revolutionary Islamic movement, follow¬ 
ers become convinced of his divine powers, more devoted, and 
more willing to follow directives. 

The charismatic effect appears to be the result of the coinci¬ 
dence of a gifted individual, a crisis situation, and followers with 
heightened dependency. But its occurrence in one form or an¬ 
other is not exceptional. Every child at some point early in devel¬ 
opment endows parents with special powers. Teachers frequently 
inspire students to learn beyond all expectation. The adoration 
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accorded athletes, actors, and others indicates that the charismatic 
effect is always present in everyday life. Professor Bernard M. Bass, 
a leadership researcher, states that 

charisma is to be found to a considerable degree in indus¬ 
trial, educational, governmental, and military leaders— 
many followers described their organizational superiors as 
someone who made everyone enthusiastic about assign¬ 
ments, who inspired loyalty to the organization, who com¬ 
manded respect from everyone, who had a special gift of 
seeing what was really important, and who had a sense of 
mission. The enhanced subordinate had complete frith in 
leaders with charisma and felt good to be near them. Subor¬ 
dinates said they were proud to be associated with charis¬ 
matic leaders and trusted such leaders’ capacity to 
overcome any obstacle. Charismatic leaders served as sym¬ 
bols of success and accomplishment for their followers." 


Obviously, a vast difference exists in the possible conse¬ 
quences of the charismatic effect in situations where leader and 
follower are neurotically bound and alienated from their society 
and in situations with a constructive purpose. Yet because cha¬ 
risma involves such intense emotion and commitment, it appears 
risky, a kind of leadership many would prefer to ignore. The psy¬ 
chological foundation of management is, in part, a substitute or, 
if not a defense against, the personal involvement contained in 

charismatic leadership. ^ . a 

There is a remarkable irony in this avoidance of charisma an 
personal influence in the management of large organizations. M 
ern management represents a sharp divergence from t e 

forms of corporate leadership in which a patriarchal fi^e, such 
as Andrew Carnegie or John D. RockefeUer, constructed large en¬ 
terprises. These patriarchs were charismatic to theu immediate 
subordinates, the masses of their employees, and the public a 
large. They were charismatic because of their boldness, clev¬ 
erness in constructing deals, and, of course, thefr ^ ’ 

Henry Ford electrified the American people with his Model T, the 
assembly line, and the unprecedented five-dollar-a-day wage rate. 
He gave voice to some of their old beliefs, prejudices, and feam as 
he preached the simple virtues of farming and the land, made a 
scapegoat of the Jews, and railed ^inst bankers and capitalism. It 
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did not take long for the public (and Ford himself) to believe that 
his powers went beyond the requirements of the automobile in¬ 
dustry—he could be senator, president, or miraculous restorer of 
peace at the beginning of World War 1. 

But charisma also creates backlashes. In 1892 Carnegie’s steel 
company used Pinkerton police to break a strike in Homestead, 
Pennsylvania, and ten men were killed. The general public as well 
as the employees blamed Carnegie for the deaths, even though he 
denied that he had ordered the use of Pinkerton’s. The hostility 
that workers and the public directed against Carnegie was in di¬ 
rect proportion to his charisma. People and the press could ask 
how is it possible that so powerful a man cannot control his sub¬ 
ordinates? The conclusion reached was that Carnegie’s lieutenants 
must have been carrying out his orders. Carnegie’s later generos¬ 
ity in building libraries and endowing foundations dedicated to 
public welfare barely compensated for this loss of respect. Simi¬ 
larly, the Colorado Fuel and Iron riots near Trinidad, Colorado, in 
the fall of 1913 led John D. Rockefeller and his associates to un¬ 
dertake a public relations campaign directed by the public rela¬ 
tions consultant Ivy Lee. 

The Ml from grace of these charismatic patriarchs was par¬ 
tially a result of the difference between actions they took (or that 
were taken in their name) and the exceptional standards by which 
they were judged. But another way of interpreting their behavior 
offers more of an explanation of why the personal influence of 
patriarchal charisma has Mien into disrepute. Richard Sennett, 
university professor of humanities at New York University, inter¬ 
prets the demise of patriarchal leadership in business as a conse¬ 
quence of the type of authority it represented. Sennett calls it an 
“authority of false love,” in contrast to the managerial ethos of 
“authority without love.” 

According to Sennett, paternalism in the corporation is a met¬ 
aphor that links the Mnily and work by linking father and boss. 
The metaphor in this case does more than combine dissimilar 
images. It produces a new image that is more powerful than the 
original images combined, while creating expectations that are 
bound to Ml. A boss in a corporation cannot deliver the promise 
of nurturance embedded in the image of father. Furthermore, the 
goals of the paternalism in a corporation are different from those 
of the Mnily paternalism. The father not only cares for his chil¬ 
dren, he also promotes their growth and, ultimately, their inde- 
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pendence. The father figure in the corporation may earnestly 
desire to nurture subordinates, but he does not promote their 
independence. He seeks personal domination over their lives as a 
form of control and as a means of assuring their conscientious 
effort. 

Andrew Carnegie was the father figure for his immediate sub¬ 
ordinates, as well as a charismatic figure for the enterprise as a 
whole. He assured the control of his lieutenants by instituting “the 
iron-clad agreement,” stating the terms of participation in the eq¬ 
uity of the corporations. In theory, Carnegie’s lieutenants were his 
partners. They had reason to be grateful to him for sharing in the 
equity, but the terms for withdrawal were so onerous that in fact 
their paper riches really measured the degree of control Carnegie 
exercised over them. The richer they were on paper, the more 
difficult it would have been to accept the lesser sum they could in 
fact receive in withdrawing their equity. Carnegie illustrates how 
paternalistic control can in the end diminish rather than 
strengthen subordinates’ independence. The promise of large re¬ 
wards in the future with an indeterminate payout date seriously 
reduces the subordinate’s autonomy while enhancing the chiefs 
ego. This combination led Sennett to call the personal influence 
of the paternalistic leader an authority of false love. The authority 
of real love that a father displays toward his children seeks to 
enhance their growth and independence, even to the point where 
the father must endure the experience of rebellion on the part of 
his chfldren. Fatherhood based on real love is gratified with ego 
growth on the part of the children. 

That industrial paternalism more often than not is false love 
cannot be disputed. And, the tendency for this paternalism to seep 
into the structure and to permeate all levels of authority also 
cannot be disputed. The famous “bull of the woods supervisor 
was authoritarian just as his boss and his boss’s boss were. The 
idea of management was, in part, an antidote to this authority of 
false love. But, according to Sennett, it led to an authority ‘Vith 
out love,” that is, without personal regard for subordinates. Ho^ 
ever, understanding the psychological tyranny of earlier forms 
authority should not be cause to consider aU paternal displays iv 
inappropriate. For that matter, to discard personal influence from 
modem organizations is outmoded, detrimental to the orgamza- 
tions, and ineffective. Personal influence is leadership, but not 
when it serves the purpose of enhancing the ego of the leader 
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while diminishing the self-esteem of the subordinate. Charismatic 
leaders, who are perceived as father figures, can in this emotion¬ 
laden relationship promote the growth of their subordinates and 
the prosperity of their corporations. 

A good example is the leadership of William Hesketh Lever 
(1851-1925), the first Viscount Leverhulme, who founded and 
built Lever Brothers. After his death the great marketing enter¬ 
prise joined the Dutch and British margarine and soup companies 
to form the Unilever companies. Lever Brothers was the first com¬ 
pany to manufacture individually wrapped bar soap made from 
vegetable oUs instead of tallow. The company, under W illiam 
Lever, was an innovator in marketing and advertising consumer 
products and in building a worldwide network of subsidiary com¬ 
panies for the manufacture and distribution of soap products. 
Lever Brothers also pioneered in benefits programs for employees, 
including pensions, unemployment compensation, medical pay¬ 
ments, profit sharing, and insurance. 

William Lever was a father figure for his executives and em¬ 
ployees, but without the negative implications associated with 
paternalism in industry. It is true he tried to build a model com¬ 
munity for his employees (named Port Sunlight after his famous 
bar soap), but he recognized limitations and later acknowledged 
that employees prefer to keep separate their work and private 
lives. 

William Lever described his ideals of leadership for himself 
and successors as “natural business instincts.” Following these 
instincts, a leader 

hears what people have to say but has the prudence to keep 
his own mouth shut... never meddles or interferes with 
what does not concern him. I have never known him to be 
“talked over” from any object he had in view, he forms his 
own opinions and threats or persuasions are alike useless to 
turn him from his purpose. He shows great perseverance in 
attaining his object and is never quiet until he has realized 
his wishes. Of an unassuming nature he attaches more 
importance to the solid comforts of this life than to any 
more outward show. He insists on the strictest attention to 
their duties in all those who are in a position of trust with 
him but their duties performed he gives them the fullest 
liberty to follow their own aftairs. He makes no promises 




Personal Influence 239 


and tells no lies and I may add enjoys the most robust 

health.'* 

Andrew M. Knox, a director of Unilever, described the effect 
of Lever’s personality on people. Called the “Old Man” by his 
immediate directors and subordinates who had worked closely 
with him over the years, William Lever was “almost demonic [in 
the] energy which drove [him] on, ever restless to tackle some¬ 
thing new, looking always to the future for opportunities to grasp. 
He was never satisfied with what he had.’"'' Knox described Le¬ 
ver’s attentiveness to detaU. Lever displayed substantive acumen 
in understanding the needs of his customer, in product imova- 
tion, and in advertising and sales promotion, fields in which he 
was far ahead of his time. 

Lever introduced long-range planning in which he asked for 
projections from the managers of the operating businesses. But he 
personally defined what the objective should be, caUed “the 
datum” for each unit, and expected managers to work hard to 
realize these goals. While the long-range planning was a control 
device, its end point had his personal commitment, which led in 
turn to the commitments of general managers. It was not simply a 
procedure that became depersonalized as it became routinized. 

Lever, described as a builder and not a destroyer of men, 
displayed great sympathy for lower level employees. But he 
not reluctant to be harsh with executives. On a visit to one of his 
subsidiaries, the chairman greeted Lord Leverhulme excit^y 
with a large sales sheet. “You will be glad to hear, your Lordship, 
that the sales of our company last month were an all-time record. 
“I’ve no doubt about that,” Lord Leverhulme repUed, “but what 
about the staff lavatories I complained about when I was here a 
year ago?” '* To his nephew, who was a senior director and chair¬ 
man of the control board, he wrote, “What steps [are] the Contro 
Board taking with associated companies that are either mafang 
losses or below datum profits? If merely ‘noting’ same, then where 
does control come in? If you are not taking action then teU m< 
and I shaU take hold myself. I feel very hurt at the ‘placid c^m« 
of nerve shown under circumstances that mean ruin. 
perhaps exaggerating his concern over “circumstances that mean 
ruin,” Lever personalized the event which, besides emphasizmg 
his displeasure, also gave meanir^ to supervision. If an executive 
is responsible, he must dig in and actively solve problems. 
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In concluding his recollection of William Hesketh Lever as a 
leader, Andrew Knox declared that Lever’s death marked the end 
of an era. The era in which Lever built his enterprise was that of 
paternalism, but not of the sort that is self-aggrandizement at the 
expense of others. In Knox’s mind, and undoubtedly in the minds 
of all those close to Lever, “it was a great era, and he was a great 
man of his era. He was also a good man. He could, and did, lift up 
people’s hearts.” 

The capacity of a leader to influence subordinates arises from 
a mixture of motives. As Max Weber pointed out, there are various 
bases of authority: authority born of tradition, of the legal frame¬ 
work, and of the charismatic eflfect. In modern corporations tra¬ 
ditional authority carries little weight, particularly in an era of 
massive corporate takeovers and restructurings. Legal authority is, 
of course, present in the definitions of job responsibilities that 
appear on organization charts. The authority that derives from 
expertise, unlike positional authority, is proportional to the ability 
of the expert to apply his or her knowledge to solve problems. In 
theory, there is, or should be, no fear of the expert as a source of 
influence. 

The charismatic eflfect is more complicated than the authority 
of position or expertise. There are cases of charismatic leadership 
in which neither position nor expertise are claimed. Gandhi, 
Schweitzer, and Mother Theresa appear saintlike in their self- 
denial and concern for a cause and the immediate well-being of 
the unfortunate. The charisma of these leaders approximates cha¬ 
risma as it was originally defined, meaning a special divine or 
spiritual gift. The influence of such charismatics is clearly personal. 
It also spreads beyond their immediate physical presence. Once 
they are gone, other, more bureaucratic forms of influence appear, 
although attempts are made to continue the uniiying effects of the 
harismatic through “routinization,” or maintaining the leader’s 
eals at the core of organizational process. This is a difficult task 
id usually does not succeed. Once the charismatic figure is gone, 
iifigliting and bargaining arise and whatever legacy remains of the 
earlier cohesion soon disappears, especially when organizations 
encounter setbacks. 

Business provides ample opportunity for personal influence 
and the charismatic effect. Lee lacocca is one among numerous 
individuals who by dint of substantive imagination and innovative 
ability become charismatic to subordinates and a wider audience. 
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The charismatic effect is not Umited to chief executive ofScers 
and founders of corporations. Supervisors throughout an organi¬ 
zation also become charismatic, but only when they exhibit differ¬ 
ent dimensions of personality and behavior than those of highly 
visible corporate leaders. 

The foundation of personal influence and charisma that runs 
through many different levels of status and prestige is a common 
h uman respotisc Called awe. Superior talent, physical prowess, 
human sensitivity, self-discipline, and otherworldliness that in¬ 
cludes self-denial and abnegation of the most basic needs evoke 
awe in the spectator. The emotion of awe is so common as to 
cause wonder that its association to charisma is not more widely 
understood. Every child experiences awe in relationship to par¬ 
ents. As with other prototypical events, the capacity for the awe¬ 
some response remains latent, ready to be evoked in the presence 
of someone who exhibits rich talents and traits. 

At least part of the charismatic effect depends on the expec¬ 
tations of the subordinate. A leader who has a reputation of cha¬ 
risma will evoke awe because of what the legends promise about 
his or her presence. The charismatic individual creates a narrative. 
He or she is continually telling a story that combines some vision 
of the enterprise with personal history. Or, subordinates infatu¬ 
ated with the leader create narratives. Stories told about charis¬ 
matic leaders may be true, but in the amplification, the telling and 
retelling, people anticipate the feeling of awe and so feel it. 

The gifted political scientist and veteran student of leadership 
James MacGregor Bums called attention to the capacity of leaders 
to transform people’s values rather than simply to accept and act 
from them.'® However, before a leader can change how other 
people think and feel, he must go through a personal transforma¬ 
tion in which he is tested and changed. This psychological trans¬ 
formation produces objectivity and clear-sightedness that enable 
such leaders to remember and use the past. It is for this reason 
that t^^ ^hin g leadership is especiaUy difficult. Although it may be 
easy to generalize the qualities leaders should have, it is more 
difficult to stimulate in the student the transforming experienc< 
that makes leadership in practice transcend the ordinary. 

Konosuke Matsushita wrote a memoir on his experience as 
founder and leader of the Matsushita Electric Industrial Company. 
He called his memoir Not for Bread Alone: A Business Ethos, a 
Management Ethic}^ True, he gives a scant account of expert- 
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ences that might have contributed to a personal transformation: 
‘1 lost my parents and older brothers while I was still young and 
have suffered from a chronic lung condition. My condition often 
forced me to rest in bed for extended periods, and even in the 
early days I often had to direct my staff and associates from bed.” 
But he conveys a capacity for reflection that is unusual for busi¬ 
ness executives but characteristic of charismatic leaders. Un¬ 
doubtedly, the business was always for him, as the founder, a 
personal matter, unlike what the corporation is to a typical busi¬ 
ness executive. 

Katsuhiko Eguchi, the head of the PHP Institute, wrote an 
introduction to Not for Bread Alone, in which he tells a little more 
about the possible causes of Matsushita’s deep personalization of 
his work. Matsushita’s father suffered economic catastrophe that 
resulted in the loss of the family’s ancestral home and lands. 
Shortly afterward, the two older brothers died and the father, 
“unable to lead his femily out of destitution himself, pinned his 
hopes on Konosuke, who became the Matsushita heir at the age 
of four. At nine, Konosuke left primary school and went to live in 
Osaka, where he became an apprentice in a charcoal brazier 
shop.”^ 

Transformations that leaders undergo occur most frequently 
as a result of trauma. Consequently, they often feel as though they 
are being tested. Their ability to tolerate the stress and to meet 
the test successfully strengthen a unique combination of intro¬ 
spection, courage, determination, and optimism. People who are 
introspective tend to be somewhat pessimistic, if not depressed. 
The depressive side is seen frequently among gifted artists and 
writers. For business leaders, a depressive personality interferes 
with their ability to take command and to act decisively. Execu¬ 
tives who are decisive and introspective are a rarity, but for that 
matter so are leaders. The ability to look within one’s self and 
the ability to be enduringly optimistic are essential qualities in 
leaders. 

The introspective capacity encourages deep thought about 
problems and methods for their solution. Both the problems and 
the search for solutions involve a leader in a test, perhaps reminis¬ 
cent of an earlier test such as accepting responsibility for the 
legacy of hope transmitted from parent to child. 

The life of Matsushita provides many illustrations of being 
tested with business problems. One occurred in 1952 when he 




Personal Influence 243 


sought to arrange a technical cooperation agreement with the 
Dutch company, N. V. Philips. The negotiations appeared to foe 
foundering on the issue of royalty payments. In Matsushita’s view, 
Philips wanted an excessively large royalty payment for its tech¬ 
nical contribution. If he had begun overt negotiation for a lower 
fee by questioning the price, he would soon have found himself in 
the position of denigrating the value his would-be partner had 
placed on its technical capacities, which would hardly have con¬ 
tributed to a climate of cooperation. Yet he felt a lower rate was 
necessary for competitive reasons. 

Matsushita recognized that the Philips people were confident 
that their expertise would contribute greatly toward the success 
of the joint venture. He admired their confidence and self-esteem. 
As he reflected on the situation, he realized that he, too, was 
confident of his company’s management ability, which was a cru¬ 
cial ingredient to assure the success of the venture. Just as Philips 
deserved a better-than-average royalty for its expertise and the 
confidence invested in it, so, too, did his company deserve com¬ 
pensation for its unique management ability in which he had con¬ 
siderable confidence. He proposed to the Philips people that they 
pay a fee for the Matsushita management abilities while his com¬ 
pany pay a fee for the Philips technical expertise. In this way both 
sides would give recognition to the other’s unique contribution 
and at the same time they would establish a foundation of mutual 
respect. 

At another time in his career, key executives informed him 
that his warehouses were full because the plants were producing 
beyond the company’s capacity to sell household appliances. The 
remedy was to shut down and lay off people until demand caught 
up with supply. This solution troubled Matsushita. What justified 
injuring people who were not responsible for the problem at 
hand? And, once they had been injured, why should they trust him 
later and act in the best interests of the company? He sought for 
and found another solution: Put workers on a reduced work week 
with no reduction in pay. In return, the workers would take sam 
pies and go door-to-door to sell products. The idea worked anc 
normal arrangements were soon reestablished. 

The stories leaders such as Konosuke Matsushita tell have a 
point beyond merely recording interesting events in their careers. 
The purpose in telling the stories is to transmit values. Subordi¬ 
nates look to their leaders for indications of the beliefs and values 
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that are intended to direct an enterprise. Embedded in these val¬ 
ues are the guides to human conduct, the rules that should deter¬ 
mine the quality of human relationships in the business. 

All businesspeople need models and guides who show the 
way to interact, the tacit and explicit rules for social behavior in a 
particular system. Managers collect a set of rules from experience 
that eventually leads them to believe that they are adept at influ¬ 
encing people in order to get what they want in their daily ex¬ 
changes. 

Managers’ ideas on how to influence people ignore traditional 
rules that leaders convey in the telling of their stories. These 
traditional rules grew from the tutelage authority figures used 
to give their subordinates and from everyday experience at a 
time when that experience involved both direct and intimate 
human relations. Unencumbered by the management structures, 
leaders followed some simple guidelines on how to deal with 
people. 

Traditionalists in the art of using power, leaders give short 
shrift to broad philosophical questions concerning human nature. 
Whether humanity is inherently good or bad, virtuous or sinful, 
has little bearing on the problem of getting other people to work 
cooperatively in organizations. Instead, the rules of human rela¬ 
tions follow from a practical psychology. For example, people 
want to be successful at what they do. Show them how to be 
successful and they will feel indebted to you; set up roadblocks to 
their success and they will retaliate with hate if not revenge. 

If people have followed a successful course of action, they 
will continue to pursue this course. Asking them to do something 
different generates resistance. Simply explaining why a new 
course is better gets nowhere. In introducing change, protect 
incumbents by compensating them for their losses. 

People are governed by strict rules of equity. Those who live 
by these rules earn respect. Violating the rules garners hostility. 
In introducing change, split the risk and share the reward. 

A leader avoids issuing directives that cannot be carried out. 
Such directives are meaningless and, moreover, place the subor¬ 
dinate in a potentially humiliating position. The counter to this 
threat is evasiveness and untruthfulness, which in the end is de¬ 
structive. Often, the best way to determine if directives can be 
carried out is to listen. But the art of listening is a challenge to the 
inclinations of executives to act and avoid passivity. Listening de- 
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pends on the constructive use of passivity. The impulse to act is a 
barrier to understanding. 

Listening is a skill that can be learned once a leader first 
recognizes its importance in authority relations. Some guidelines 
include; 


1. Take an interest in the other person. 

2. Avoid argument by suspending judgment on what the 
other person is saying. Avoid giving advice and directives 
until the other person has fully expressed his or her views. 
When the time comes to respond, make certain that you 
understand what the other person has said. 

3. Listen with a “third ear.” Following the advice of Elton 
Mayo, listen to what the other person wants to say, listen 
to what he does not want to say, and listen to what he 
cannot say without help.^' 

Although in the physical world every action brings a reaction, 
in the social world every initiative, especially firom an authority 
figure, brings multiple reactions, some expressed but others hid¬ 
den. To judge the effects of these reactions requires understand¬ 
ing the context in which a subordinate must respond to an 
initiative. 

People operate in groups as well as individually, and they 
usually care greatly about their standing in the eyes of members 
of their group. When a subordinate’s relations with those in au¬ 
thority enhance his or her standing with associates, the subordi¬ 
nate will tend to meet authority’s expectations. On the other 
hand, if authority figures cause rifts between the individual and his 
or her associates, they should expect hostUity not only from the 
individual but also firom the associates. The force of empathy in 
groups is powerful. A group that sees fellow members harmed wiU 
close ranks in support, because the harm done to one, particularly 
if it appears unjust or arbitrary, will be experienced as harm done 
to all. 

Ordinarily, leaders should not socialize with subordinates, 
Relations with authority usually involve tensions that interfere 
with easy social interchange. For authority to seek this inter¬ 
change as a way of reducing the tensions will be perceived as 
seeking to ingratiate itself with subordinates, which wiU result in 
no friendship and loss of respect. 
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Leaders are expected to support their subordinates in the task 
of getting the job done while maintaining integrity as individuals 
and as group members. There is no ground for expecting to be 
loved while in a position of authority over other people. The 
authority can rightfully look for respect, particularly in asserting 
and maintaining integrity through behavior. Leaders avoid flattery 
and do not use it, or other forms of ingratiation, to gain subordi¬ 
nates’ support. Even though actions speak louder than words, es¬ 
pecially in moral and ethical concerns, the degree to which 
actions and words correspond measures leaders’ sincerity and 
trustworthiness. 

Leaders should not expect people to value them more highly 
than they value themselves, but they should limit their self-regard 
to vdiat is realistic and continually demonstrable. Self-regard dif¬ 
fers greatly from puffery, which will diminish respect from others, 
and from filse modesty, which will elicit contempt. 

At all times leaders should behave so that there is consistency 
between what they intend to have happen and what they are 
asking people to make happen. If a leader asks for a subordinate’s 
opinion, with the intention of making the subordinate feel in¬ 
volved but without real regard for the substance of his or her 
views, the subordinate will feel neither involved nor particularly 
grateful for the so-called participation. The subordinate will only 
feel mistrust of the leader and the leader wiU find it difficult to 

the subordmate’s interest when it really becomes neces¬ 
sary. 

Leaders should not make promises they cannot fulfill. A lead¬ 
er’s reputation rests in part on delivering benefits to subordinates 
that they have a right to expect. If subordinates believe something 
more is coming their way, the leader is obliged to deliver on the 
promise. 

When leaders issue a directive or ask people to do something, 
they should be sure that people understand what is expected of 
them and how the proposed action fits into the purposes of the 
organization. When they present an initiative, leaders should be 
convinced that it is correct. If leaders do not believe in an initia- 
uve that comes from higher authority, they should dispute the 
problem with their boss. Leaders should not ask people to carry 
out an initiative simply because of a superior’s wishes. 

These rules of personal influence in organizations and the 
many others that should guide the behavior of authority figures 
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are traditional and bound to the wisdom of experience, but they 
are eroding because they are no longer considered necessary in 
the ethos of the managerial mystique. Therefore, the lessons of 
time and experience are no longer being handed down from one 
generation to the next, from superior to subordinate. Modem 
business disdains the personal aspects of authority in which influ¬ 
ence occurs both in the regard people have for one another and 

the substance contained in initiative. 

The tendency is to value institutional process over personal 
influence as though the former represents continuity in leadership 
while the latter is a transitory experience. Personal influence often 
suggests manipulation. A dominant personality gains contro o 
another’s mind and suggests courses of action not in the best 
interests of followers. As Bums suggested, the problem of mamp- 
ulation goes to the heart of the relationship of leader and led. 

When a leader or a teacher seeks to influence a person by 
appealing to the person’s motive base, the implicit question 
is- to what specific motives is one appealing? Who is the true 
“I” that is appealing to the tme “me” that is being appealed 
to? With what resources, or power base, is one appealing? 

For what end and for whose end? In what social environ¬ 
ment—that is, in relation to the motives and resources of 
what wider groups and publics and leader-follower relation¬ 
ship? And over \\iiat time span?“ 

Burns’s questions can neither be asked nor answered without 
examining the moral dimension of leadership. The moral dimen¬ 
sion is more easily evaded by making influence imperso^. It « 
only through personal influence that responsibihty can be both 
felt and accepted. This internalization of responsibility is the foun- 
dation for morality in leadership. 




Chapter 15 


The Moral Dimension 


In March 1987, John Shad, former head of the Securities and 

Exchange Commission and then ambassador to the Netherlands, 
gave $20 million to the Harvard Business School to support re¬ 
search and teaching in business ethics. Other donors intended to 
give an additional $10 million to augment Shad’s gift. Significantly, 
John McArthur, the dean of the Harvard Business School, avoided 
soliciting funds from investment banking houses and corporations 
to complete the Shad program. 

Shad decided to fund the ethics program because he was 
disturbed over the epidemic of insider trading on Wall Street. In 
commenting on his gift, Shad wrote: 

A very disturbing area is the recent rash of insider-trading 
cases against young men in their 20’s and early 30’s who are 
graduates of leading business and law schools—the cream of 
the crop. Ten recent graduates of Harvard, Stanford, Colum¬ 
bia, Wharton, and other leading business and law schools are 
convicted felons. Most will serve prison terms. They may be 
the tip of the iceberg—symptomatic of more serious prob¬ 
lems in America today. ^ 

Shad then asked some pertinent questions. 

Why were they willing to risk their brilliant futures and self- 
respect? While it may have been because of deep-seated psy- 
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chological reasons, other questions remain. Have the temp¬ 
tations become too great? Was it the challenge or the 
excitement of seeing if they could get away with it—if they 
could beat the system? Were they driven by peer pressures 
or rivalries to win the game in which the score has a dollar 
sign in front of it? Or has there been a change in moral atti¬ 
tudes in America since World War 11 as a result of the dis¬ 
persion of families, rising divorces, the permissiveness of the 
60’s and the 70’s, the Vietnam War and the drugs? The 
answer probably lies in a combination of these factors, but 
the question now is: What can be done about it?^ 

Shad expressed one answer to the question of what can be 
done with his $20 million gift to support education in ethics so 
that leaders of the future will be thoroughly sensitized to ail of the 
ethical nuances with which they must deal in business. Professor 
David Vogel of the University of California Business School ex¬ 
pressed the viewpoint of many educators when he wrote*. 

While schools cannot make people ethical, they can 
strengthen the commitment of those who have a well- 
developed sense of personal morality to begin with. They 
can help sensitize them to the kinds of ethical quandaries 
that will confront them in the business world and give them 
the analytical tools to enable them to think more clearly 
about the kinds of responsibilities and obli^tions individuals 
owe to one another in a market economy. Most important, 
schools can teach the nation*s future business leaders how 
to manage their companies, divisions or units in such a way 
as to minimize the likelihood that those who work for them 
will violate either company policies or the law.^ 

Business and other professional schools are addressing ethical 
issues through programs that not only raise a student's awareness 
of the problem, but provide criteria for determining ethical busi¬ 
ness behavior in situations with conflicting values. Business 
schools, in particular, are now teaching students professional atti¬ 
tudes to guard against future unethical and illegal activities. One 
of the tenets of professionalism is objectivity, which overcomes 
(or should overcome) racial, religious, and sexual biases. Another 
tenet is to promote an “open system,” which offers wide access to 
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process and therefore allows many people to influence decision 
making. In the closed system of authoritarianism and personality 
cults standards of behavior vary with the leader and barriers to 
participation preclude widespread influence from associates and 
constituencies. 

These tenets of professionalism are not isolated in academia. 
They exist as well in corporations. Boards of publicly owned cor¬ 
porations are required to appoint audit committees that issue 
written standards of ethical conduct in which positive statements 
as well as strictures appear. Companies avow that they will use 
open hiring practices, will deliver quality products, and will not 
tolerate sexual harassment, bribery, or other illegal practices. The 
audit committees of boards of directors generally review the eth¬ 
ics statements and approve them for circulation. These commit¬ 
tees also provide procedures for communicating infractions, 
oflfering some protection to “whistle blowers.” Once approved, 
management and staff receive and sign the statements to indicate 
that they are aware of the company’s standards and that they 
intend to comply with and enforce them. 

The problem with professionalism as an antidote to unethical 
conduct is that it takes too long before its effect takes hold. More¬ 
over, even with some of our most respected businesses, it scarcely 
overcomes the incentives to act unethically and illegally. There 
was no question, for example, of E. F. Hutton’s respectability on 
Wall Street or, for that matter, its professionalism in the invest¬ 
ment banking industry. It came as a surprise, therefore, to many 
that Hutton had been kiting or “chaining” checks and bilking com¬ 
mercial banks out of millions of dollars in unearned interest. 

The far-reaching Pentagon procurement scandal of 1988 
showed that professionalism meant little to those trading infor- 
lation to circumvent the military’s procurement procedures in 
warding contracts. Besides officials in the Pentagon and former 
fficials who became “consultants” on military contracts, the list 
of corporations implicated in these questionable and possibly il¬ 
legal actions included Unisys, Litton Industries, McDonnell Doug¬ 
las, United Technologies, and other defense contractors. Despite 
the acceptance of professionalism, the record of the 1980s dem¬ 
onstrates that the greater the play of market forces (that is, with 
the trend toward deregulation and a purer form of free competi¬ 
tion), the looser the moral conduct of businesspeople, including 
professional managers with graduate degrees in business. The 
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greater the opportunity to make money, therefore, the looser the 
moral standards of people in situations where they stand to gain a 
great deal by illegal and unethical behavior. 

It is little wonder, therefore, that the Shad gift met with con¬ 
siderable cynicism in the press and little open approbation by 
leading business executives. Mr. Shad may have brought this cyn¬ 
icism on himself when he tried to cast his gift as a means of 
promoting successful business practice through high ethical prac¬ 
tice. He commented: “I believe ethics pays, that it’s smart to be 
ethical. I think those who go for the edges, like high rollers in Las 
Vegas are ultimately wiped out.”^ It is far from axiomatic that 
ethical practice pays, although many business .educators and ex¬ 
ecutives would like to believe this hopeful pronouncement. A 
stronger case could be made that so much unethical and illegal 
behavior exists precisely because it is the type of behavior that 
pays. Why else would intelligent people jeopardize their careers 
and livelihood? 

The desire for money and all that it symbolizes too often 
quiets the voice of conscience that ordinarily restrains the im¬ 
pulses to cheat. It would seem that the mighty and the weak face 
similar temptations, although the stakes differ. For example, Rob¬ 
ert B. Anderson, secretary of the Treasury in the second Eisen¬ 
hower administration, was convicted of swindling and sentenced 
to a jail term. Paul Thayer, deputy secretary of defense in the first 
Reagan administration, was convicted of passing information to a 
stockbroker. He and his coconspirators paid the government 
11,000,000 and Thayer, former chairman and CEO of LTV Corpo¬ 
ration, was sentenced to four years in jail and fined 15,000. The 
Watergate scandal of the 1970s and the Iran-contra scandal of the 
1980s, along with the questionable actions of Edwin Meese, for¬ 
mer attorney general of the United States, suggest how far the 
mi^ty will go in pursuing their aims of gaining money and power. 

Individual unethical activities by less well-known figures also 
affect major institutions. Indeed, stories of the lowly add pointed 
reminders that too little contemplation goes into action that is 
knowingly unethical and even illegal. R. Foster Winans, for exam¬ 
ple, who wrote the prestigious column “Heard on the Street” for 
the Wall Street Journal, entered into an agreement with Peter 
Brant, a stockbroker for Kidder Peabody, to reveal in advance the 
stocks that he intended to promote in his column. Brant paid 
Winans about 120,000 for the tips that made a lot more money 
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for Brant. The amount seems so paltry against the consequences 
—Winans lost his job and after torturous legal action, including a 
negative decision by the U.S. Supreme Court, served a jail sen¬ 
tence. What could have motivated Winans to violate the codes of 
his profession, bring dishonor on his name, and bring considerable 
discredit to the Wall Street Journal? 

Although Winans carefully avoids frank discussion of his inner 
thoughts and motives in Trading Secrets, his account of his mis¬ 
adventures in trading information for money, he provides enough 
information to suggest a number of conclusions about individual 
ethical misconduct.^ The collusion did not involve other Wall 
Street Journal employees, a condition which leads to the conclu¬ 
sion that Winans’s aim was a windfall. Indeed, Winans wanted the 
money so he could place a down payment on a weekend house 
he and his lover badly wanted. He would never have been able to 
accumulate $20,000 from his earnings, and the temptation was 
more than he could tolerate. Futhermore, the Wall Street Journal 
provided little community feeling among its employees, so Win¬ 
ans was unconcerned about letting down colleagues and friends. 
Winans suggests that his supervisors cared little about him or 
other employees, so loyalty to authority or to the institution 
counted little in his calculation of costs and benefits. The act itself, 
while concrete enough, was in Winans’s eyes abstract so far as 
inflicting harm was concerned. Who was harmed? As with so many 
white-collar crimes, the victims are depersonalized, abstract, and 
therefore more easily overlooked. Undoubtedly, the idea that a 
crime without victims cannot be a crime will be presented as a 
defense in the insider trading cases. 

The ethical problem becomes even more abstract when the 
individuals recognize they are violating the law, but rationalize 
their behavior by claiming they are serving a higher purpose. The 
rationalization makes it appear not just that the actions are harm¬ 
less, but that, after calculating costs and benefits, they are actually 
beneficial to the institution or to others (aside from being person¬ 
ally beneficial). 

In unethical conduct of a broader scope, some major corpo¬ 
rations have engaged in what might be called a monopoly of spec¬ 
ulative deceit. On April 18, 1961, for instance, forty-five corporate 
executives from twenty-nine companies in the electrical equip¬ 
ment industry, including General Electric, Westinghouse, and 
Allis-Chalmers, were convicted of conspiring to fix prices, rig bids, 
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get rich” or “It’s okay because it’s for the benefit of the company”) 
above legal and communal standards. Laws evolve in an attempt 
to support what the community wants and expects, and corporate 
attorneys inform executives about new standards that are ex¬ 
pressed through judiciary and legislative processes. A General 
Electric attorney pointed out how the law is evolving: “[A] busi¬ 
ness corporation will be held criminally liable for the acts of an 
employee so long as these acts are reasonably related to the area 
of general responsibility entrusted to him notwithstanding the fact 
that such acts are committed in violation of instructions issued by 
the company in good faith.” This interpretation means that 
merely having a written ethics policy does not absolve the cor¬ 
poration of responsibility when its employees and other agents 
violate the law while conducting the corporation’s normal busi¬ 
ness. A stricter legal standard increases vigilance and does not wait 
for education and professionalism to achieve what society expects 
from its citizens. 

Some industries appear repeatedly in the annals of corporate 
fraud and new industries continually join them. In the Pentagon 
procurement scandal, defense industry executives hired former 
government officials as consultants to provide inside information 
and act as liaisons with government agencies while bidding for 
military contracts. Their argument against conviction for fraud 
will be that the corporate executives, government officials, and 
consultants acted to facilitate rather than harm government pro¬ 
curement and the defense effort. The defendants will claim that 
they overcame bureaucratic red tape and assured that contracts 
fell into the hands of the corporations most able to perform, thus 
helping rather than hindering the objectives of military procure¬ 
ment. Not only will they claim that there was no “crime,” because 
their actions were “victimless,” but also they will assert that their 
actions served a higher purpose in circumventing narrowly drawn 
and unintelligible competitive bidding regulations. Predictably, as 
with President Reagan in the Iran-contra scandal, higher level of¬ 
ficials will be able to claim they had no information about such 
practices and that if they had known, they would have stopped 
them. 

What we are observing in the current scene of legal and 
ethical violations is the ubiquity of deniability. Top management 
regularly denies knowledge of anything dishonest going on and 
blames any such actions that are uncovered on bad characters 
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industry has arisen in special investigations offered by law firms. 
These investigations are comparable to President Reagan’s ap¬ 
pointment of the Tower Commission to investigate the Iran- 
contra scandal. They are quite different firom the work of special 
counsel appointed under the aegis of the judicial branch of the 
government foUowing congressional legislation designed to en¬ 
sure independence of a special counsel’s study and judgment. As 
might seem predictable, the Tower Commission found that Presi¬ 
dent Reagan did not know of the sale of arms to Iran or the 
diversion of funds from these sales to the contras in Nicaragua. 
According to the Tower Commission, the fault lay with an over- 
zealous staff and not with the chief executive. At no time did 
President Reagan call in his subordinates to get the facts directly 
from them, an omission that defies common sense but that sup¬ 
ports the principle of maintaining the posture of deniability. 

Sometime during the investigation into Hutton’s practices, its 
senior executives decided to hire former Attorney General Griffin 
Bell and his law firm as independent investigators. They paid his 
firm S2.5 million of which more than 5800,000 went to Bell him - 
self. Bell and his assistants were given this charge: Determine 
whether Hutton’s practices were illegal, and if so, ferret out the 
individuals responsible. 

After investigation. Bell exonerated Hutton’s senior manage- 
^t^ltiding its chairman and chief executive officer, Robert 
Fomon, and its former president, George Ball. According to his 
findings, any direct management responsibUity did not go high er 
than a senior vice president in charge of the company’s cash man¬ 
agement. Bell stated that this vice president failed in his duties by 
not detecting the illegal overdrafting. As for Fomon, Bell con¬ 
cluded that although “all this happened on Fomon’s watch,” 
Fomon could not be held responsible for the actions of the lower 
evel managers.” 

Bell further concluded that no member of top management 
■^as criminally liable for participating in or encouraging improper 
jverdrafts. Bell said that “there is no question” that Hutton’s for¬ 
mer president and other senior officials received memoranda and 
data on interest income showing the results of improper conduct, 
but that the evidence was insufficient “to charge these officials 
with a crime.” ” 

Bell named several branch managers who were actively en¬ 
gaged in wrongdoing. He stated that their overdrafting activities 
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were so excessive “that no reasonable person could have believed 
that this conduct was proper.” The federal investigation named 
six managers who were fined between 825,000 and $50,000, 
placed on one year’s probation, and received a letter of reprimand. 
Bell also cited several regional managers “whose conduct was 
such that no reasonable person could have believed that this was 
proper conduct.” Three of these regional managers received 
thirty-day suspensions without pay.*’ 

In conducting the investigations and presumably in reaching 
conclusions. Bell and his staff uncovered eighteen documents 
detailing the drawdown and transfer activities. The documents 
show that top management actively encouraged Hutton branch 
managers and cashiers to boost interest income by aggressive 
drawdowns. Memoranda indicate that top management further 
encouraged raising branch profitability by depicting how such 
profitability could boost a branch manager’s personal earnings. 
Finally, the documents showed that Hutton took great pains to 
establish and monitor the interest income of each branch and 
even reported the relative rankings of branches, presumably as a 
goad to the laggards to increase their interest income. Several 
memoranda stress that Hutton branches should strive to earn in¬ 
terest income at least at the level of the average of interest as a 
percentage of gross revenue.’® 

There is an interesting footnote to the Hutton story of who 
knew and who was culpable. John M. Pearce, a former branch 
manager at Hutton, brought suit against BeU and his law firm, 
seeking $10 million in damages. Pearce claimed that Bell had de¬ 
famed him in the 1985 investigation. Pearce claimed that he was 
following Hutton’s policy of overdrafting bank accounts and that 
BeU had unfairly placed the blame on him, as a branch manager, 
while holding blameless senior management, the real perpetrators 
\niio had created the policy that Pearce merely carried out. Griffin 
Bell was exonerated on June 20, 1988. The moral of this story 
seems to be that in taking on special investigations on behalf of 
companies that are both the target of legal proceedings and th 
agency that hires and pays the investigators, law firms should 
ceive indemnification before the investigation begins. So fir 
concern seems to have been expressed, either in the legal pr 
Sion or in business, about the potential for securing deniability 
having distinguished personages and prestigious law firms suppoi 
the presumption that top managers do not know what goes on 
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down the line where ethical and legal infractions are most likely 
to occur. 

Of course, if special counsel finds a smoking gun—evidence 
of a directive from a chief executive to subordinates to do some¬ 
thing illegal such as collude with competitors to fix prices, kite 
checks, or falsely bill the defense department—the special coun¬ 
sel will report the findings and lay the blame at the feet of the 
executive. But special counsel or law enforcement agencies will 
seldom, if ever, find such smoking guns. The legal process follows 
its own rules. Above all, it will not inquire into what goes on in 
the minds of people. It will not stretch its procedures or lend 
fecial energy to questions of whether a wink and a nod or a 
passing hint provided the directive from on high that set in motion 
a series of grossly illegal and unethical actions. Suppose a chief 
executive comments to subordinates how stupid this predatory 
pricing is and how much better life would be if people followed 
the principle of live and let live. Is the CEO responsible if the 
subordinates initiate a chain of action that results in collusion to 
fix prices? In legal or quasi-Iegal proceedings, the finding will be 
lack of evidence of culpability. In human terms he or she is re¬ 
sponsible, but the chances are good that another principle of pro¬ 
tecting authority will hold sway. No one will report on having 
heard the chief executive’s musings and how they were absorbed 
and acted upon. The penalties for violating this principle are too 
severe. Therefore deniability will be maintained. Oliver North and 
John Poindexter will sacrifice themselves before they will tell 
what encouraged them to act as they perpetrated the Iran-contra 
activities. 

The argument could be made that deniability is a sign of 
weakness in the consciences of subordinates, that even though 
hey receive signals” about what they are expected to do, they 
o not have to act on these signals. They could ignore them if 
leir ethical standards tell them they would be embarking on a 
isadventure to accept this communication and follow its conse¬ 
quences down the path of collusion and deception. This argu¬ 
ment, while literally true, is made basically to diffuse the issue of 
accountability and, in the end, to support deniability. 

The clearest example of deniabiUty is where a chief executive 
officer issues verbal directives to engage in unethical or illegal 
acte, but forms a collusion with other executives to suppress any 
evidence that the directive has been issued. President Nixon sup- 
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posedly did not know that his agents were going to break into the 
Democratic headquarters in the Watergate, yet he expressed a 
desire for information that might link party leaders to some scan¬ 
dal involving union heads or mobsters. President Nixon also may 
have been worried that the Democrats had some information that 
would incriminate him, such as iUegal contributions from indus¬ 
trialist Howard Hughes. 

How deep deniability has penetrated the mentality of man¬ 
agement is illustrated by the often stated belief that the only mis¬ 
take President Nixon made during Watergate was to keep the 
tapes. Had he destroyed them, say supporters of deniabiUty, his 
presidency would have been preserved. No direct evidence woiUd 
have linked him to the crime or the cover-up and, consequently, 
there would have been no impeachment proceeding or need to 


resign jBrom office. 

There need be no overt or explicit collusion to suppress 
directives for the game of deniability to be played. In government 
some degree of deniabUity is legitimate on the grounds of national 
security. Society accepts the idea that some duplicity and denia- 
bOity are necessary to protect the national interests, especially m 
matters of war and peace. When Soviet Chairman Nikita Khrush¬ 
chev announced that the Russians had shot down a U2 reconn^ 
sance plane on May 1, I960, President Eisenhower demed that 
the United States government had authorized a spying mission 
over Soviet territory. When it became evident that Ae Russ^ 
had captured Francis Gary Powers, the pUot of this ill-feted effort 
in high altitude espionage. President Eisenhower admitted that the 

United States had authorized this flight. . , ^ 

Ttie episode embarrassed President Eisenhower and led to 
the cancellation of the summit meeting in Paris scheduled for May 
17 I960 If it had not been a standard pracuce before th^, i 
so^n became practice that the president was not to know of s^_ 
cific secret missions and inteUlgence activities, sdAough he ^ 
his agents would control the poUcies that would spawn thes 

^^^'^But even in the affeirs of state, there are limits “ foe acc^ 
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Meese claimed exoneration in Special 
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standids. As hard as he tried tlirough press conferences. 
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speeches, and public relations devices (he even fired his press 
chief for not doing enough to paper over the ethical questions 
raised about his conduct in office), Meese could not overcome 
the judgment of the community that his actions were below the 
threshold of acceptable behavior by an officeholder, let alone the 
chief law enforcement officer of the United States. 

The American community accepts competition as a way of 
life. It also accepts the principle of pursuit of advantage in com¬ 
petition. The tough fighter is not only accepted, but admired. The 
sports coach who drives his players hard becomes a hero and 
lionized for his aggressive competitive spirit, if the team wins. But 
while valuing competition, the community also expects fair play. 
Men and women are supposed to compete hard to protect their 
interests and to win, but they are not supposed to take advantage 
of their power to harm others. In business the law forbids monop¬ 
olies and practices such as predatory pricing to squeeze out com¬ 
petition. The community supports taking every advantage allowed 
in the tax laws, such as shifting business from one state to another 
to benefit from lower tax rates, but it will not accept pushing such 
advantage to the point that a powerful and wealthy coqjoration 
pays little if any taxes. 

To avoid reporting taxable income. General Electric and 
other corporations in the defense industry took advantage of a 
provision in the tax code that allowed the spread of profits. But 
when this advantage became public knowledge, even conservative 
politicians such as President Reagan and former Secretary of the 
Treasury and Chief of Staff Donald Regan supported legislation to 
remedy this defect in the tax code that allowed a profitable cor¬ 
poration to pay little or no taxes. 

Cultures vary in their tolerance of deviations from moral stan- 
tods. In the United States the standards are stricter than in many 
uropean countries concerning moral rectitude among public 
fficials and corporate executives. Many weU-educated and so- 
histicated Europeans were genuinely perplexed over the im- 
eachment proceedings against President Richard Nixon and his 
resignation from office. To them, Watergate and the cover-up 
were acceptable transgressions. These same Europeans describe 
as common many tax-evading practices and express astonishment 
at the degree of compliance with the tax laws (still) in the United 
States. Despite its frontier heritage, where law followed some¬ 
times belatedly in the tracks of the pioneers, Americans abide by 
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the law and expect others to do the same, including the rich and 
the powerful. And, the standards for judging business executives 
are somewhat stricter than the standards for public officials. 

A good example is Harold Geneen’s role in ITT’s attempts to 
influence officials in Nixon’s administration (including possibly 
Nixon himself, albeit indirectly) and his involvement with the CIA 
in attempts to influence the presidential election in Chile and, 
subsequently, to prevent Salvador Allende Gossens from becom¬ 
ing president in that country’s 1970 election. 

Harold Geneen displayed an inordinate need (as weE as ca¬ 
pacity) to control the actions of his subordinates and the fate of 
the various enterprises that operated under ITT’s conglomerate 
tent. But as all human beings eventually discover, the gap between 
desire and actuality in controlling others often becomes unbear¬ 
able and may lead to unwise actions. The desire to control may 
become so intense as to create a situation in which the executive 
and his or her corporation are out of control. Whether the situa¬ 
tion reached this extreme in Geneen’s case is a matter of interpre¬ 
tation, but it is clear that Geneen became involved in near 
scandals and the possibEity of perjury indictment, ultimately re¬ 
sulting in loss of confidence among members of his board of direc¬ 
tors and a strengthening of their resolve to force Geneen to retire. 

During 1968 ITT acquired twenty domestic companies, in¬ 
cluding Continental Baking, Pennsylvania Glass Sand, Levitt and 
Sons, Rayonier, and Sheraton Corporation of America. At the end 
of the year, as the political climate seemed to shift with the elec¬ 
tion of Richard Nixon, a man from whom big business presumably 
had little to fear, ITT moved to merge with Hartford Fire Insur¬ 
ance Company. 

But on June 6, 1969, Nixon’s attorney general, John Mitchell, 
made a speech that seemed to indicate an antitrust, anticonglom¬ 
erate policy on the part of the administration. By that time ITT 
had announced its pending merger with Hartford, and it had been 
approved by the stockholders. The acquisition of Hartford was 
important to Geneen and ITT, for Hartford promised to give an 
extraordinary cash flow to ITT. As the head of ITT-Avis, Winstoi 
(“Bud”) Morrow put it, “What intrigued Geneen was that it woulu 
be the ultimate money tree. He could take a seventy-five-miHion- 
doUar loss and not even think about it.... This would give him the 
final flexibility, the linchpin to go for what he wanted becoming 
the number-one-sized corporation in the world. 
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But Richard Nixon’s new assistant attorney general for anti¬ 
trust, Richard W. McLaren, a Chicago lawyer who had given much 
of his energies to defending clients in government antitrust ac¬ 
tions, was equally determined to attack ITT for antitrust violations. 
In the spring of 1969 he instituted a series of suits against ITT 
under Section 7 of the Sherman Act, adding Hartford in August. 
Incensed, Geneen tried to see Nixon, and when this was seen as 
inappropriate, he talked with a host of people close to Nixon, 
including John Connally, John Ehrlichman, John Mitchell, and 
Charles Colson. A Senate investigating committee report later said, 
“It is probably a status symbol in official circles to have been 
lobbied by Harold Geneen personally.... ” 

With a sense of backing a righteous cause, Geneen apparently 
enjoyed fighting this battle with McLaren, whose position on an¬ 
titrust was probably untenable since even the opponents of big 
business doubted that Section 7 could be applied to conglomer¬ 
ates. It may have been McLaren’s plan to push the suit up to the 
Supreme Court to get a ruling that would extend the application 
of the Sherman Act, but the case was settled by compromise be¬ 
fore that happened. 

By the summer of 1971, with Hartford secure and a climate 
of lessening hostility to conglomerates, Geneen was ready to get 
on with his goal of making ITT the largest corporation in the 
world. Unfortunately, the out-of-court settlement of the antitrust 
suit, although arranged in June, was not announced until the last 
day of July. Five days later the media carried news of ITT-Shera- 
ton’s contribution of $100,000 and a challenge pledge of a further 
equal contribution to the San Diego Convention and Tourist Bu¬ 
reau as part of an effort to lure the 1972 Republican convention 
to that city. In spite of considerable local opposition, Nixon had 
been exerting pressure on key people to have San Diego as the 
ronvention site. Ralph Nader, an adamant opponent of conglom- 
xates, noted the coincidental timing of the settlement and the 
TT contribution. He asked Richard Kleindienst, deputy attorney 
general in charge of ITT’s case, whether the two events were 
connected. Kleindienst firmly denied any connection. 

Then, in February of 1972 Jack Anderson’s column in the 
Washington Post contained a memorandum allegedly written by 
Dita Beard, the flamboyant Washington lobbyist Geneen had hired 
in 1961 . Beard’s memo, titled “Subject: San Diego Convention” 
and dated June 25, 1971, was addressed to William Merriam, head 
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of the Washington office. Among other statements linking the con¬ 
vention pledge with the antitrust settlement, Beard wrote: I am 
convinced... that our noble commitment has gone a long way 
toward our negotiations on the mergers eventually coming out as 
Hal wants them.” 

The bizarre circumstances surrounding Dita Beard’s disap¬ 
pearance when Anderson published his column and reappearance, 
sequestered in a Denver hospital, and the hint of scandal in high 
places attracted intensive media coverage. Both Kleindienst and 
ITT were harmed by the inconsistencies and confosions that came 
out during questioning. But while Kleindienst’s testimony during 
confirmation hearings was garbled, Geneen’s appeared to be a 
model of candidness. He answered almost all questions with a 
combination of openness, humor, and disavowal of any wrongdo¬ 
ing. But then he was asked about the frenzied shredding of docu¬ 
ments that took place in the ITT office in Washington in the wake 
of Anderson’s accusations. Geneen answered: 

I really don’t know any of the details of it other than the fact, 
as it was reported in the press, and I talked to our counsel. I 
know that some, or at least I am told that there were some, 
kind of documents that were shredded. I am satisfied... that 
this was probably more a reaction to the feeling that our 
files were suddenly opened to the public or something, and 
certainly not any kind of an action to, you might say, prevent 
a review of our files by any legitimate agency.^ 

Geneen and the ITT office had broken no laws by lobbying 
nor were they on trial. Although many people questioned the 
morality of such backstairs efforts, lobbying high officials was com¬ 
monplace. But the behavior of many of the ITT witnesses and their 
lawyers had provoked considerable criticism of their almost flip¬ 
pant approach to the ethical issues being raised. 

During a recess of the Kleindienst hearings in March 1972, 
Jack Anderson published another series of memos reportedl'^ 
taken from the ITT files. They strongly suggested that ITT ha 
helped the CIA try to prevent Salvador AUende Gossens from 
becoming president of Chile in that country’s 1970 election. Once 
again Anderson’s accusations precipitated congressional hearings. 
Senator William Fulbright of Arkansas called for a subcommittee 
investigation of the role played by American multinational corpo- 
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rations in United States foreign policy. Because of the politically 
sensitive nature of the issues, the hearings were postponed until 
after the 1972 presidential election. When they finally began on 
March 20, 1973, the Watergate disclosures had begun to uncover 
a wasp’s nest of lies and intrigue. 

The subpoenaed documents and the barrage of questions un¬ 
covered the fact that ITT had clearly engaged in discussions with 
the CIA about how best to interfere in the Chilean election. The 
testimony of ITT witnesses was contradictory and evasive. Senator 
Frank Church, who chaired the subcommittee, commented, “It 
just doesn’t hang together. It’s just unbelievable.” 

When Geneen took the witness stand. Church pressed him 
on the question of ITT’s suggestion to the CIA to contribute to a 
fund to fight AUende. Geneen replied: 

I think I previously testified to the committee that I did not 
have any independent recollection of this subject. I said that 
I felt that I may well have.,. from shock of recognizing that, 
you might say, our Chilean investment was going down the 
drain, I might well have come back and said, “Can we?” in 
effect. 

... Mr. Broe [CIA’s chief of clandestine services, West¬ 
ern Hemisphere]... said it was not the government policy 
and it died right there and I might add if I had given it more 
serious consideration I might have rejected it myself, but I 
thought of it, if I would place myself in the probability of 
saying can I help, and it died right there as not being govern¬ 
ment policy.^^ 

Geneen later swore that ITT had not made a political contri- 
ution to any political party in Chile. Church commented, “It is 
>vious... somebody is lying. We must take a very serious view 
perjury under oath.”^^ Later evidence showed that ITT had 
deed given at least $350,000 to Jorge Alessandri Rodriguez’s 
ight-wing National Party. 

Both Geneen and ITT were badly hurt by the Chile hearings 
and the revelations of Watergate. The justice department filed 
perjury charges against two ITT witnesses. Although Geneen fi¬ 
nally escaped prosecution, he was under the shadow of a possible 
indictment for perjury for denying, in his testimony at the Klein- 
dienst and Chile hearings, that ITT had given money to prevent 
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Allende’s election. It hung over him until 1978 when the statute 
of limitations ran out. 

Harold Geneen disregarded the proposition that a chief ex¬ 
ecutive must protect his position and use deniability to avoid 
being directly implicated in unethical or illegal practices. That he 
and his company should never have gotten involved in the Chilean 
affair is the main lesson to be drawn from this sordid experience. 
But too often the ethical substance is obfuscated in the process of 
maintaining the CEO’s deniability. Professionals focus on the ques¬ 
tion of what is best for the corporation in areas where the law 
(and not necessarily the ethics) is unclear. Individual dishonesty 
is an uninteresting question both as a practical and academic mat¬ 
ter. Some people will steal if the stakes are high enou^ and if 
they think they can get away with it. The more interesting ques¬ 
tions arise when people act, easily overcoming a guilty con¬ 
science, because they think they are working for the best interests 
of the group and the corporation. Here, “ethicists” in business 
and in business schools have little to say compared with the hu¬ 
manists for whom truth about the human condition is an absolute 
value. 

In a vitriolic commentary, Irving Kristol cast doubt on the 
ability of the academic community to teach morals and ethics and, 
indeed, its moral standing. Kristol, who is a leader in Ae neocon¬ 
servative intellectual community, dismissed John Shad s gift to the 
Harvard Business School as “nice but naive. According to Kns 
tol, when the academic communitjr abandoned moral turpitude as 
a cause for dismissal of tenured faculty, it lost its claim to teach 
ethics or moral philosophy. But beyond whatever bitterness lay 
behind Kristol’s criticism, there is a serious question about the 
intellectual, as well as moral, foundation for study and teaching in 
ethics. Many inside and outside the academic community feel it is 
worthless. As Kristol states, 

In this process of character formation, what we call “educa¬ 
tion in ethics” has no positive role to play. On the contrary, 
its influence is bound to be negative. If graduate students ir 
ethics pursue their studies seriously, it can certainly sharpe 
their wits, which is no bad thing in itself. But as we have hat 
occasion to learn—and John Shad knows this better than 
anyone—being sharp-witted is perfectly consistent with 
being immoral.^'* 
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There is a deeper challenge for academics in researching and 
teaching business ethics. How strong is the commitment to truth? 
How will researchers establish the truth that presumably will be¬ 
come the basis for courses on business ethics? The need for an¬ 
swers to these questions makes irrelevant the banalities and good 
intentions that seem to dominate the attitudes found in business 
schools as they approach business ethics. 

Jeffrey Sonnenfeld and Paul R. Lawrence, when they were, 
respectively, a doctoral candidate in organizational behavior and 
the Wallace Brett Donham professor of organizational behavior, 
interviewed forty executives in large companies in the paper in¬ 
dustry with divisions active in the corrugated box business.^^ The 
companies in which the interviews took place derived 4 to 5 
percent of their revenues from sales of folding cartons. Sonnenfeld 
and Lawrence did not disclose the identity of the companies or 
the executives interviewed. They also did not reveal the number 
of companies studied and the distribution of the executives by 
status or by company. The purpose of the interviews was to throw 
some light on price fixing that resulted in criminal convictions of 
forty-seven executives in this industry. Federal investigation re¬ 
vealed price fixing in consumer paper, fine paper and stationery, 
multiwall bags, labels, and corrugated and other folding boxes. By 
1978 over 100 suits had been filed against the paper industry. 

With this background of extensive collusion in many parts of 
the paper industry, rivaling in scope and significance the electrical 
generating equipment cases of I960, it seems that it would have 
been potentially productive for the authors to have examined the 
relation between top management and the actual participants in 
the collusion. Instead, they chose to accept at face value the claim 
of top management that they were unaware, indeed stunned and 
chagrined, that their ethics policies had been violated. The au¬ 
thors say. 

Executives tremble over what may be going on in the field— 
despite their internal directives and public declarations. One 
CEO well expressed the frustration common to executives 
in convicted companies: 

“We’ve tried hard to stress that collusion is illegal. We 
point out that anticompetitive practices hurt the company’s 
ethical standards, public image, internal morale, and earn¬ 
ings. Yet we wind up in trouble continually. When we try to 



The Moral Dimension 267 


find out why employees got involved, they have the gall to 
say that they were ‘only looking out for the best interest of 
the company.’ They seem to think that the company mes¬ 
sage is for everyone else but them. You begin to wondCT 
about the inteUigence of these people. Either they don’t lis¬ 
ten or they’re plain stupid.”^® 

The authors approached their study beforehand tvith a beUef 
that the problem was neither deafness nor stupidity on the part of 
the lower level executives and staff \dio colluded to fix pric^, 
but instead, “that many well-meaning, ethical top managers simp y 
are not getting their message down the line.”- In other words, 
top management is ethical, and lower level employees are eith^ 
unethical or ill-informed about the company’s moral standards. It 
is the femiUar “failure in communication.” To confirm their pre¬ 
conceptions, and undoubtedly to give some recognition to the 
obvious, the authors offered this reassurance: 

The shock for those companies with strong, well-publicized 
ethical positions, is perhaps most severe. In case the r^er 
is skeptical, our interviews with the senior people m these 
companies left us without a shred of doubt about the sincer¬ 
ity and completeness of their personal commitment to le^ 
compliance. In feet the top people we spoke to m the major 
forest product companies de^erately want to know how 
and why they got on the wrong side of the law so that they 
can be sure it never happens agaia“ 


As this article illustrates, researchers based in business schwls 
fece difficult personal and professional dUemmas 
sensitive issues such as price fixing and other iUe^ behavior, ^e 
psychology of deniability can easily dominate 
might conclude from this example that business * 

are unworldly and uncommonly lacking m everyday street 
smarts ” But this conclusion itself may be naive. A deeper probler 
exists in the co-option of business schools by its constituem 
Business schools inadvertently may be supporting den^ility . 
thereby tdtiating the moral foundation of research and teach 

which is the search for the truth. losa 

What in feet is going on in corporations? The August 5,1988, 
fixmt page of the ATeu; York Times reported five stories on busmess 
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fraud, including Hertz Corporation’s guilty plea to charges of de¬ 
frauding customers and insurance companies by inflating and in¬ 
venting collision repair costs and the conviction of Mario Biaggi 
and five other defendants in the Wedtech case. The epidemic of 
fraud is symptomatic of the near collapse of the moral foundation 
of management. There is no amount of professionalism and profi¬ 
ciency in “doing things right” that will take the place of responsi¬ 
bility and accountability at the top of the hierarchy. If chief 
executive officers do not know what is going on in their corpora¬ 
tions, it is either because they consciously avoid knowing or have 
no talent and taste for directing people in their work. 

The main character in Arthur Miller’s play All My Sons is Joe 
Keller, a simple man who has worked most of his life in order to 
provide for his family and leave a substantial legacy to his sons. 
His individual efforts have been rewarded by a prosperous busi¬ 
ness in which he takes pride. He is not callous, ruthless, or greedy, 
and he is not overcome with a lust for power and great wealth. 
His life is guided by two values: the worth of individual effort and 
the sanctity of family loyalty. He has a strong sense of practicality 
which has in effect defiined his sense of morality; his family repre¬ 
sents an absolute right for his actions, and his family loyalty is the 
moral end. 

Keller decides to allow a shipment of cracked cylinder heads 
for airplane motors to be sent to the Air Force. He takes this risk 
for the sake of his business and fiimily. The business is to provide 
a prosperous life for his two sons. Twenty-one pilots crash and die 
as a result of the defective parts. Joe escapes a prison sentence by 
allowing his partner to take the blame. As the play proceeds, Joe 
KeUer’s guilt is disclosed, not only to his family, but to himself. 
Joe’s older son Larry, an army pilot, commits suicide on a combat 
mission in atonement for his father’s crime. 

Chris, his younger son, desperately pushes his father to un- 
lerstand that nothing can mitigate his guilt: A man must be re- 
ponsible not only to his family, but, ultimately, to all men. There 
can be no evasion of the burdens of individual human responsibil¬ 
ity. In the final moments of the play, Chris says to his mother, “It’s 
not enough... to be sorry. You can be better! Once and for all 
you can know there’s a universe of people outside and you’re 
responsible for it.” Chris insists that his mother understand the 
moral nature of the crime his father has committed: the failure to 
acknowledge his connection to a larger world and society. 




The Moral Dimension 269 


The constant memory of his son’s suicide and the revelation 
that it may have been the result of defective cylinder heads which 
he himself provided force Joe to reflect on the rationalizations he 
had for his actions. He begins to understand the nature of moral 
and familial obligation and he hints at the realization Aat private 
acts are never reaUy private since the consequences of his act (to 
ship defective parts) extended far beyond what he anticipated 


Joe finally commits suicide. i. ^ • 

This stark and relentlessly tragic play contains a truth few in 
business wiU question, although they may not accept its foil imp - 
cations. Moral questions are concerned with the mterrelatedn^ 
of people and of organizations to individuals and a world society^ 
These questions will be answered too narrowly if the principle of 
deniability continues to hold sway in corporate life. And, foe di¬ 
lemmas of foe business schools intensify as they take on foe task 
of education for leadership, in which the moral dimension looms 


large. 
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Restoring Leadership in Business 


.^^chiavem, the 6rst modem practitioner of the case 
observed that for a leader to gain the esteem of followers, he ha 
to display unusual talents in the form of great works. “Nothing 
makes a prince more esteemed than great enterprises ^d evi¬ 
dence of unusual abilities.... Furthermore, a prince should show 
that he is an admirer of talent by giving recogmtion to talented 
men, and honoring those who excel in a particular art.” 

Talent and its appreciation by others will carry a leader far. 
Yet apart from activities such as sports or the arts m which, to 
use Tom Wolfe’s apt metaphor, the single combat warnor omi- 
nates, today social esteem flows toward the skillful ^d not the 
talented. Hiis idealization of skill reflects the naive belief that a 
good organization with ordinary people wiU ou^erform an ordi¬ 
nary organization structure liberally sprinkled with stars. 

The American society values the team and is suspicious of the 
individualist who stands out in comparison with other mem^rs 
of the team. There are many kinds of talent, but this muc 
certain; Individual creativity always exceeds expectation, a phe¬ 
nomenon that led the leadership researcher Profespr Bernard 
Bass to call his most recent book Leadership 
Beyond Expectations? Management is geared to 
that it can be reasonably sure it will meet. To go beyond that leve 
of expectation requires vision and inspiration that can come on 
from individual talent. 

The one big idea of the managerial mystique revolves aro 
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the dichotomy of order and chaos. If left to their own devices, 
managers believe, people will descend into chaos because of irra¬ 
tional motives, conflicting interests, and unrestrained emotions. 
The imposition of structure and process will establish control and 
prevent a descent into chaos. Order will reign provided there is 
constant vigilance to guard against people’s perverse tendencies. 

Managers seldom issue directives and, for that matter, seldom 
reach decisions in the classic sense of considering alternatives and 
arriving at a point of personal commitment. Action flows from 
process, and power is employing process in organizations. If pro¬ 
cess is flawed, it can be corrected, unlike substantive decisions, 
which are not easily reversed. 

Leaders are bold in identifying themselves with substance but 
also are vulnerable to being trapped by their own enthusiasm for 
substantive ideas. They reject the one big truth in favor of the 
many small truths about human nature and the world around 
them. They accept imperfection and the notion of progress 
through conflict rather than an ideal of perfect harmony and bal¬ 
ance. In the words of Isaiah Berlin, 

No more rigorous moralist than Immanuel Kant has ever 
lived, but even he said in a moment of illumination, “Out of 
the crooked timber of humanity, no straight thing was ever 
made.” To force people into the neat uniforms demanded by 
dogmatically believed-in schemes is almost always the road 
to inhumanity. We can only do what we can: but that we 
must do against difiiculties.^ 

It may appear strange at first glance to view the modern 
manager as an ideologue, holding to a single truth. After ail, isn’t 
it the manager who practices “the art of the possible,” and con¬ 
siders the “best as the enemy of the good.” Managers may have 
started running organizations as pragmatists, but along the way 
toward forming the managerial mystique, they began to think like 
ideologists. They came to believe in their one big truth: there is 
an ideal condition of order and that through process one can 
control large numbers of people to assure this order and avoid 
chaos. 

The members of the managerial elite of today, and conceiv¬ 
ably the future power holders graduating from America’s business 
schools, prefer the security of devoting themselves to the idea of 
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order, especially with its implicit promise of success and money. 
The notion of talent, with its erratic expression and results and its 
stimulation of change, is too risky to provide the comfort modem 
managers seem to need. Talent is a cause of insecurity because it 
appears to be a gift (and cannot be acquired by following a course 
of study) and because it is difficult, if not impossible, to control. 
Managers prefer to think about structure, order, and predictability 
of people and events. They prefer skills they can practice, rather 
than the chance discovery of talent that, once revealed, makes a 
demand upon them to live up to the standards talent imposes. 

The hidden danger for managers, a danger they only dimly 
perceive against the background of their structured life, is bore¬ 
dom. Managers evade the messages boredom communicates that 
goals are too narrowly drawn, that relationships are without 
depth, and that the self-imposed routines cannot sustain the illu¬ 
sion that compulsive work is the equivalent of productive work. 
After all, how long does it take before all the tricks of the trade 
have been used to get through the demands of the budget cycle? 
How many budget cycles can one go through before such activity 
becomes an empty formality? 

A difficult experience for managers is to recognize the shal¬ 
lowness of the human relations surrounding their work life. An 
astonishing lack of camaraderie exists in large corporations. Man¬ 
agers seem incapable of generating affection. Without affection 
toward the chief, there can be little warmth among the peers 
directly below the chief. And, as one descends this hierarchy of 
icy detachment, the |oy of work is singularly absent 

This kind of analysis applies in the world of politics as well as 
business. What will historians say about Reagan’s presidency as a 
reflection of his character? He is often compared to Franklin Del¬ 
ano Roosevelt, who he admired and ostensibly adopted as a role 
model, despite their very different political parties and beliefs. 
Both men were caUed “great communicators,” and, whether by 
intention or accident, both led the nation through a major change. 
In Roosevelt’s case, the nation was in crisis, first with the monr 
mental economic depression, and then with the intematior 
madness that resulted from Hitler’s poisoned mind. Reagan 
no such manifest crises, yet, for a time at least, he altered t 
conception of government’s relation to its citizens and, hence, th 
obligation of citizen to one another. 

Whatever other differences historians find in comparing these 
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two men as leaders, they will take notice of the difference in their 
relations to their subordinates. Roosevelt had subordinates who 
were loyal, admired him, and felt genuine affection for him. He 
operated with a strong cabinet and a lean staff. He sought ideas as 
well as personal renewal from them. He often invited key cabinet 
officials to join him on holidays for relaxation as well as conversa¬ 
tion, for good-natured bantering as well as serious discussion of 
issues of great substance in afiairs of state. 

Strikingly, Reagan seemed beset by subordinates who worked 
in his administration and then wrote “kiss and tell” books that on 
the whole painted unflattering portraits of him. David Stockman, 
Donald Regan, Larry Speakes, his surrogate son Michael Deaver, 
and his real son Michael Reagan all felt at liberty to promote their 
personal interests at the expense of the president’s interests. It is 
true that some subordinates were loyal even to a fault, for exam¬ 
ple, Edwin Meese, Oliver North, and John Poindexter. But this 
loyalty was so myopic as to be no loyalty at all, since in a number 
of ways, these subordinates caused trouble for their chief in how 
they decided to advance his policies and programs. 

There is not just one type of personality that inspires loyalty, 
and styles of chief executives vary widely, but the absence of 
loyalty and camaraderie, both in government and business, be¬ 
tween a chief executive and his or her subordinates indicates a 
fatal weakness in America’s leadership. At the top of the power 
structure, when there is an absence of personal concern and re- 
^d, the worst faces of power are bound to appear. 

Unlike Europeans, Americans have trouble dealing with a Ma¬ 
chiavellian character. Consciously, we still yearn for boldness and 
the open use of power and prefer not to think about the craftiness 
and cunning of the leader as manipulator. Most people react to 
this aspect of personality as the dowager who upon learning of 
Darwin’s discovery that humans are related to the apes exclaimed 
first that she hoped the idea is false and second that if it is true, 
she hoped it does not get around. While in some idealized ver¬ 
sions of leadership there is no place for cunning, in reality no 
leader can be without some elements of the tactical imagination 
that instructs how to get from here to there. 

As James MacGregor Burns points out in his biography, Roo¬ 
sevelt could act deviously and was able to switch roles and posi¬ 
tions as circumstances suggested. Yet beneath the surface of 
affability, flexibility, and smoothness existed a core of steel that 
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defined the man and his leadership. This core was constructed of 
a moral sense of responsibility to do what was right, to teach, and 
to transform a society bent on destroying itself."* 

In another era this sense of responsibility evolved from the 
aristocratic concept of noblesse oblige. In modem times it devel¬ 
ops not from position, but from an awareness and respect for 
talent and the need to express this talent in recognizable good 
work. The effect of good work is to spread the enthusiasm that 
drives it, and thereby to stimulate productive effort at all levels of 
an organization. That this effect may be limited to the higher levels 
of the organization is a challenge to modem leadership in busi¬ 
ness, a condition to be overcome and transformed rather than 
accepted as the natural order to which people must adapt. 

One of the reasons the industrial revolution diminished the 
appreciation for work was a limitation in the thought processes of 
the industrial leaders of the nineteenth and twentieth centuries. 
They were anything but teachers, ^vith knowledge to share and 
power to spare in their dramatic construction of giant enterprises. 
The failure of earlier leadership in business resulted from the in¬ 
ability to think conceptually and abstractly about their work. For 
Henry Ford, the most extreme example of a rigid thinker, the 
product was fibced in his mind as a whole, definitive object, rather 
than, as marketers like to emphasize, a combination of functions 
with changeable value to the customer. Andrew Carnegie sepa¬ 
rated his thinking into compartments. In one compartment of his 
mind was what he did in his role as an industrialist and financier, 
unrelated to his thoughts about the purposes of the corporation 
and its relation to its employees and to the society at large. In 
another compartment he could express his desire to improve the 
human condition through libraries, educational foundations, and 
the support of the arts. In stiU another compartment he could 
direct his energies to restoring castles in Scotland. All three of 
these compartments, and the many others that undoubtedly ex¬ 
isted, appeared to have impermeable boundaries that prevented 
the images and ideas contained in one compartment from invad¬ 
ing and influencing any other. 

The great paternal leaders of the past gave way to mode 
managers. Equipped with their bag of tools and their attachmet. 
to the managerial mystique, modem managers could indeed co¬ 
ordinate and control, but in due course lost sight of the substance 
of work in business. Where their predecessors in business leader- 
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ship had limited views of reality, the modem manager distorted 
reality by displacing substance with process. 

The business schools, which in recent times have spewed 
MBAs from dieir halls at ever increasing rates, support this distor¬ 
tion of reality. They have followed rather than led business in 
blind acceptance of the managerial mystique. They have served as 
socialization plants to fit managers for the life of process found in 
modern organizations. The business schools have taken an uncrit¬ 
ical stance to their main constituency, and, as a result, have dis¬ 
couraged searching examination of business practice. 

Change for both business schools and corporations depends 
on the ability and willingness of authority to deal with a dilemma. 
Managers believe in organizational cohesion. To achieve this 
cohesion, they believe their associates have to feel good about 
themselves. As a management consultant turned educator put the 
problem, “Suppose Lee lacocca had taken a leaf from President 
Reagan’s book and publicly criticized Chrysler’s employees as Rea¬ 
gan had criticized Washington’s civil service? Would it have im¬ 
proved morale and stimulated employees to work hard and join 
m the effort to save Chrysler?” While Reagan and lacocca were in 
different situations (Reagan evidently wanted a scapegoat in the 
“Washington estabUshment” to solidify his position with his con¬ 
servative constituency), leaders risk their future with open criti¬ 
cism of employees as a group. To keep people feeling good about 
themselves may require that the status quo be maintained. How¬ 
ever, maintaining the status quo may leave problems unsolved 
prevent growth, and lead to crisis. 

This dilemma is easily solved in times of crisis, when it is 
clear that survival depends on action and change, particularly 
where the leadership is new to the situation and not identified 
with the causes of the crisis. But, unfortunately, by the time a 
corporation’s symptoms are evident, the illness is so far gone that 
a cure may be difficult if not impossible to achieve. Leaders must 
be critics rather than cheerleaders, yet their critical stance must 
avoid negativism. To be critical and positive is to be substantive. 
Therefore, leaders have to lead in the content and direction of 
^ange. To be a critic and merely the convener of process will 
depress subordinates and make them anxious. 

In a political system in which there is a division between the 
symbolic and operating heads of government, one aspect of this 
dilemma is resolved. A monarch reigns and represents cohesion 
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and continuity, while a prime minister governs and expresses crit¬ 
icism and need for action and change. Increasingly, the presidency 
in the United States is moving toward the split between symbolic 
and operating leadership, with certain unfortunate consequences 
in accountability and responsibility. But as a legacy of the mana¬ 
gerial mystique, this same tendency to divide symbolic and oper¬ 
ating leadership in business will lead to disastrous consequences, 
especially in the total politicization of work and human relation¬ 
ships. 

Leadership in business is the fusion of work and human rela¬ 
tions. Good ideas and exciting directions for an enterprise gener¬ 
ate enthusiasm, support, and cohesion. Self-esteem follows not 
from submerging oneself in the team and following process, but 
from feeing problems, assuming responsibility, and doing good 
work. 
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